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MONDAY, JANUARY 11, 1954 


House or REPRESENTATIVES, 
CoMMIrrer ON LN'TeRSTATE AND ForREIGN COMMERCE, 
Washington, D.C. 

The committee met at 10:10 a. m., pursuant to notice, in room 1334 
of the House Office Building, Hon. Charles A. Wolverton, chairman of 
the committee, presiding. 

The CuHarman. The committee will come to order. 

Among the diversified legislative function assigned to this commit- 
tee, none appear to me more important than the committee’s legislative 
jurisdiction with regard to health. None of the many other subjects 
with which this committee deals affects every family and individual 
in these United States more directly than the subject of health. Apart, 
however, from the human factors involved, I have become convinced 
from my study of health problems that the subject of health has 
more important economic implications for our Nation than many of 
the economic activities which are subject to Federal regulatory legis- 
lation. The following figures are evidence of the economic importance 
of ill health. 

Four major diseases alone—heart, cancer, tuberculosis and rheuma- 
tism and arthritis—have resulted in an annual loss of 370 million man- 
days. This accounts for over one -third of the total man-days annually 
on account of chronic diseases. 

During the course of our hearings, we received the startling testi- 
mony that the annual costs to the Nation from illnesses is roughly 
equivalent to the total Federal income-tax revenues, or $30 billion 
annually. 

By contrast, the United States is spending only $181 million annu- 
ally for public and private research into the dreaded diseases. At the 
same time, there is, as yet, no adequate private program for helping 
the aged and ill to bear the expenses of hospital and medical bills 
over long periods of time. 

The magnitude of the human suffering caused by these diseases and 
the enormous economic losses suffered both by the Nation as a whole 
and by individuals and family units, raises two important questions 
for which the committee is seeking answers: 

1. How can some of the suffering and some of the economic losses 
be prevented or mitigated; and 

2. How can groups, individuals, and family units protect themselves 
against the unavoidable economic losses flowing from these diseases? 

The first aspect of our inquiry was, therefore, directed primarily 
towards the public and private efforts that are being made into the 
causes, treatment, and control of some of these major diseases. 
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During the second series of our hearings which began October 13, we 
are seeking from insurance companies, Blue Cross, Blue Shield, co- 
operatives, employers, and unions information with regard to some of 
the plans now in operation designed to protect individuals and mem- 
bers of groups and family units against the economic hazards of ill 
health. 

During the recess, your chairman and two members of the commit- 
tee, Representative Hoffman and Springer, made a trip to Europe and 
other parts of the world for the purpose of getting the benefit of expe 
rience of the European and other governments—and private agencies 
and groups—in establishing programs for widespread alleviation of 
the costs of both prevent ive and curative measures. 

Probably the outstanding nations in the respect we found to be 
England with its wide system, Sweden, France, Australia, and New 
Zealand. 

Some of the material and data obtained on this trip will be made 

part of the record. If there is no objection, it is So ordered. 

President Eisenhower, in his message on the state of the Union, 
expressed his concern for the health of the pe ople of the United States 
and stated “I am flatly opposed to the socialization of medicine. The 
great need for hospital and medical services can best be met by the 
initiative of private plans, but it is unfortunately a fact that medical 
costs are rising and already impose severe hardships on many families. 
The Federal Government can do many helpful things and still avoid 
the socialization of medicine.” 

The President endorsed the participation by the Federal Govern- 
ment in medical research programs into the various diseases, the 
assistance given to States in their health and rehabilitation programs, 
and endorsed the hospital survey and construction program. ~ 
specifically endorsed private and nonprofit hospital and medical i 
surance plans. He stated that “a limited Government reinsurance 
service would permit the private and nonprofit insurance companies to 
offer broader protection to more of the many families which want and 
should have it.” He stated that on January 18 he would forward to 
Congress a special message presenting this administration’s health 
program in detail. 

I wish to state here that I, personally, am highly pleased that the 
President included within his program such a broad statement of 
health objectives. I wish to assure him of my most hearty coopera- 
tion and support in the attainment of these objectives. I am en- 
couraged in the thought the the committee agrees with me in this 
respect. I am sure that all of us look forward to the receipt of his 
message on January 18 and assistance it is certain to afford. 

At the hearings on October 13 and 14 the committee received testi- 
mony regarding the many insurance plans that are available to the 
public. Volume 5 of the committee hearings contains the testimony 
and material received at that time. 

Today, the committee resumes its hearings by continuing the in- 
quiry into what protection is available to the people by prepayment 
medical plans. 

I am pleased to announce that the first witness will be Mr. Henry J. 
Kaiser, president of the Kaiser Foundation. 

I would like to say in connection with the distinguished witness, 
which we have before us this morning, that it has been stated that no 
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industrialist and builder in history has founded and operated so many 
and such varied enterprises in industry, business, construction, the 
national defense, and in the field of health as Henry Kaiser. Today, 
this committee has not called upon Mr. Kaiser in relation to his activi- 
ties in ascore of different types of industries and enterprises, including 
the production of steel, aluminum, cement, gypsum, automobiles, 
chemicals, building products, metal products, coal, power, and a 
whole list of basic materials, adding up to 99 factories and facilities 
producing more than 200 products. 

Fully as remarkable as these industrial achievements has been 
Mr. Kaiser’s work in the field of the people’s health and the economics 
of medical care. I am informed that when Henry Kaiser was a boy 
of 16, his mother died in his arms because of the lack of medical care. 
Numerous times in the early days of his family life, Mr. Kaiser found 
himself and members of his family in the same dilemma that confronts 
millions of Americans unable to meet the high costs and tragic hazards 
of illness. 

It is understandable that Mr. Kaiser vowed that if it ever was in 
his power, he would help other people to surmount the lack of medical 
care that befell his mother and other members of his family. And 

e has been able to do something. 

“De, Kaiser has built up a system of nonprofit medical centers and 
a health plan supplying comprehensive low-cost prepaid medical, sur- 
gical and hospital care, to more than 400,000 persons. It is interesting 
to note that the Kaiser Foundation health organization is going far 
beyond merely supply services to Kaiser employees, since out of the 
£00,000 health- plan members, only 22,700, or 5 percent, are Kaiser 
companies employees and their family dependents. Ninety-five per- 
cent of the Kaiser Foundation health plan members are a cross sec- 
tion of American people; so it will be of particular interest. to us to 
learn what plan Mr. Kaiser, and his associates, have developed that 
has met with such widespread demand on the part of the public. 

We now call upon Mr. Kaiser as president of the Kaiser Foundation 
to testify to the committee. 

Mr. Kaiser, perhaps you would be good enough to introduce to the 
committee the individuals who have ‘accompanied you this morning. 


STATEMENT OF HENRY J. KAISER, PRESIDENT OF THE KAISER 
FOUNDATION (ACCOMPANIED BY DR. SIDNEY R. GARFIELD, 
MEDICAL DIRECTOR OF THE FOUNDATION; AND ARTHUR WEISS- 
MAN, DIRECTOR OF INFORMATION OF THE FOUNDATION) 


Mr. Kaiser. I have Dr. Garfield with me, the medical director, and 
Mr. Weissman, the director of information. 

The Cuarrman. You may proceed, Mr. Kaiser. 

Mr. Kaiser. First of all, we consider it important to express whole 
hearted agreement with your chairman’s statement in originally open- 
ing this series of hearings that no subject dealt with by your com- 
mittee affects every family and individual in these United States more 
directly than the subject of health, with its important economic im- 
plications for our Nation. 

When you invited me and my associates of the Kaiser Foundation 
health plan to testify, I felt deeply that we should stand re: dy to give 
your committee any and every possible assistance. 
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It is our conviction that a new economics of medical care can be and 
will be developed throughout the United States. It will place high 
quality, comprehensive medical, surgical, and hospital care within 
people’s reach. It is important to emphasize comprehensive cover- 
age, in order to point up that it can protect millions of Americans 
against far more than a mere fraction of the hardships and high costs 
of illness and disease. 

This new economics of medical care that we envision as coming 
rapidly and nationwide, is a free-enterprise solution that can be ac 
complished by groups of doctors throughout the United States. It 
will make Government socialized medicine absolutely unnecessary. 

In every section of the country, groups of doctors can carry out 
their own independent adaptations of the pattern of voluntary medical 
service prepayment plan that has been developed on the Pacific coast 
over a period of 20 years, 

The Kaiser Foundation health plan as it operates today, did not 
start out with preconceived ideas and a full-grown plan, but instead 
developed by evolution over a spread of 20 years. It evolved out of 
great human needs: First, the health needs of workers on remote 
construction projects; next, the needs of warworkers; and then, the 
demands of the general public. 

In 1933, workers went into a 400-square-mile expanse of southern 
California desert to build an aqueduct from the Colorado River to 
Los Angeles. Medical and hospital service had to be created for them 
because doctors and hospitals were not available in the farflung, sun- 
baked desert. Dr. Sidney R. Garfield gathered together a group of 
fellow physicians, borrowed funds, built a small hospital in the con- 
struction area, and began taking care of the workers’ illnesses and 
accidental injuries. But the doctors ran into financial troubles. Fees 
from industrial accident insurance companies proved very disappoint- 
ing. For nonindustrial accidents and illnesses occurring off the job, 
the doctors charged on the prevalent fee-for-service basis, but it soon 
became obvious that the workers were not paying well enough to meet 
their medical costs. After 8 months of struggling the doctors and 
the little hospital were in a precarious financial situation. 

The solution came about when a prepayment medical care program 
was pioneered by Dr. Garfield and the group. The insurance com- 
panies agreed to pay the doctors and hospital 15 cents out of every 
premium dollar to do the entire industrial medical care job on the 
desert. Workers voluntarily signed up for a prepayment health plan 
to cover their nonindustrial health care. The workers no longer had 
any concern about paying for their medical care. The doctors were 
able to build and pay for two more hospitals, get better equipment, 
and bring in additional physicians and nurses. Everybody con- 
cerned benefited from the peapeymnent plan, the patients, doctors, 
insurance carriers, and contractors. The lessons learned have been the 
basis of our health operations ever since. 

The same eee pattern was used at the scene of construction 
of the Grand Coulee Dam in Washington, where 5,000 workers and 
their families needed doctors and a hospital. Workers asked why 
their wives and children could not also be included in the prepayment 
plan. So without any statistical experience at all to go on, a family 
plan was started and it worked just as well. 
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During World War II, when upward of 180,000 people worked in 
our shipyards in the San Francisco Bay and Portland, Oreg. areas 
and other workers produced steel for the first time at Fontana, Calif., 
the medical service plan—then known as permanent health plan—was 
provided to meet the serious dearth of medical services and facilities. 
At the end of the war, demand arose from former shipyard workers 
and others who had learned of the plan for continuation of the plan 
and for opening it up to the general population. In 1946, there were 
10,000 health plan members. Since then the membership has in- 
creased tenfold to nearly half a million, and growth has been limited 
only by ability to provide facilities and the services of groups of 
doctors fast enough to keep up with public demand. 

The conviction that groups of doctors can apply this type of plan 
elsewhere throughout the country has been demonstrated by the fact 
that the plan has been tested under all sorts of conditions, in wartime 
and peacetime; through depression, recession, and prosperity; in all 
sorts of locations—in deserts, in remote rural areas, in suburbs and 
in large cities; in areas with only a small number of members and 
in other areas with tens of thousands of members; with scattered 
groups and concentrated groups. 

The plan works because of four basic principles: 

1. Prepayment: Prepayment is generally accepted as the only way 
that people of moderate means can pay for increasing costs of modern 
medical care. This is the old principle of the well helping pay for 
the sick; the houses that do not burn down paying for those that do. 
It is the principle of small monthly dues paying a patient’s doctor 
and hospital bills in advance, so that major illness or disease does 
not bankrupt a family. 

2. Group practice: General practitioners and specialists in the var- 
ious branches of medicine, surgery, X-ray, and laboratory sciences 
work together as a group. Group practice is not new; it is carried 
out notably at the great university hospitals and the "Mayo, Crile, 
and Lahey Clinics, and, i in fact, there are about 600 teams of doctors 
engaged in group practice in the country. Medical knowledge has 
become so vast that no one doctor can cover the entire field, and spe- 
cialists must be used. When a group of general physicians and special- 
ists provide services to health plan members and work together in 
modern medical centers, they are able, because of sound economies 
involved, to provide more care at substantially lower costs to the 
people than by other methods. 

8. Well-planned, integrated facilities: Doctors and their patients 
need to have a central medical center with the finest, newest hospital 
design and equipment and with outpatient clinic and, as needed, out- 
lying doctors’ offices and smaller outlying hospitals. A group of 
doctors having such adequate facilities can serve the patients more 
effecively. The doctor has right at hand his office, laboratory, X-ray, 
and hospital, which obviously results in saving of transportation, 
saving in duplication of equipment and facilities, saving of person- 
nel. Chief advantage is the great accessibility between the doctor 
and his scientific equipment and his sickest patients. 

4. Preventive medical care: The comprehensive service type health 
olan reverses the usual economics of medicine, whereby doctors and 
oupleale obtain their income from persons who are ill. Under the 
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new economics of medicine, the members’ prepaid funds go directly 
to the medical and hospit al organizations providing the services, not 
as a fee for each sickness, each X-ray, each laboratory test, but as 
a total sum. 

The comprehensive service plan differs from more limited kinds 
of coverage that may eliminate the first few visits to doctors and only 
partially pay the fees for services charged by doctors and hospitals. 
So there is an incentive to keep patients well. The members are en- 
couraged to obtain diagnosis and treatment early; before illness or 
disease becomes severe and more costly, more dangerous, and more 


tragic. The emphasis is on preventive medicine, on keeping people 
well. 


It is by combining all four recognized and basie principles that 
doctors over the country can achieve more medical care at lower costs 
for the people. The prepayment principle alone is not enough. Your 
committee no doubt has noted that 85 million Americans, more than 
half our people, have some for in of prepaid health protection, mostly 
for only partial coverage, so that official reports state that prepaid 
plans cover only some 15 percent of people’s private expenditures for 
medical care. But when all four principles are combined—prepay- 
ment, group practice, well-planned, integrated facilities, and pre 
ventive medical care—far more medical care can be provided within 
the people’s reach and means. 

Here are some of the facts about how the combination of these four 
basic principles has worked out on the Pacific coast : 

The Kaiser Foundation health plan today is serving approxi- 
mately 400,000 members in California, Oregon, and Washington. 

The plan is comprehensive and on a service basis, rather than being 
on a limited indemnity or fee-for-each-service basis. 

Subscribers obtain the following: 

Care of doctors in the office, home, and hospital. All hospital care— 
111 days for each illness or injury; operations; routine and special- 
duty nursing; laboratory and X-ray services; physical therapy; 
emergency services; drugs and medicines without charge while hos- 
pitalized. Those 111 days, by the way, can be reinstated. 

The monthly dues for the standard group health plan at this time 
are $3.25 for a single subscriber ; $5.70 for a subscriber and one de- 
pendent, and $6.95 for a subscriber and two or more family depend- 
ents. In addition to the dues, there are small supplemental charges 
for certain services which are described in brochures submitted to your 
committee. These brochures cover our major plans, plans designed 
to meet varying desires of our members. 

The current 400,000 members comprise a cross section of the public: 
Employees of industries, stores, offices, transportation, military works, 
and university facilities; dependents of such employed persons; and 
families enrolled on an individual rather than group basis. I might 
say that is exactly 416,000 members as of January 1954 and if fac silities 
were available, this number could be increased to 1 million members 
by the end of 1954. 

The demands for this comprehensive type of medical, surgical, and 
hospital coverage far outstrip the speed with which facilites can be 
financed and built. 

2. Doctors’ group practice partnerships: The heart of the medical 
‘are program is the partnerships of doctors who supply their services 
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to the members. Physicians form their own independent, private 
enterprise partnerships, much the same as do many group practice 
clinics in the country. General practitioners and specialists in the 
various branches of medicine, surgery, X-ray, and laboratory sciences 
organize a full-time team. 

The number of doctors serving health plan members through several! 
partnerships in hospitals, outpatient departments, and at home has 
crown to more 'th an 525 doctors working on a full-time or part-time 
basis or as special consultants. 

Che doctors are in complete charge of all medical care, without 
lay or corporate control over their services to pat ients. 

It is essential that doctors in a group receive adequate incomes for 
their professional skills and work, and the incomes of the doctors 
in the groups serving:the health plan members compare favorably 
with averages for physicians in areas in which they practice. The 
doctors, as well as hospitals, are able to provide a tremendous amount 
of high-quality care at reasonable cost, with administrative overhead 
being kept at a bare minimum. 

3. Self-sustaining facilities: Today Kaiser Foundation health plan 
members and the public are served through 35 medical centers, hos 
pitals, and clinies in the West. 

These facilities, worth a good many millions of dollars, have been 
made possible by developing a methed by which hospitals can bi 
operated without deficits and pay for themselves out of a modest 
percentage of income. It has been proved that hospitals can be made 
a sound, privi ite ly financed investment. Phey do not have to resort 
to customary charity appeals, or subsidies. This is a departure. 

[ recall that when I sought the first bank loan to build hospital! 
facilities to meet the critical health needs of shipyard workers, the 
bankers said that they wouldn’t loan a dime on a hospital, because 
hospitals are such money losers.” I had to arrange guaranties to 
underwrite the first loans. But subsequently financial institutions 
have recognized the sound and self-sustaining basis of our founda 
tion hospitals, and guaranties of our hospital loans are no longel 
required, 

Right now, the Kaiser Foundation, a nonprofit, charitable trust, 
IS nga ged in construction of new hospital medical facilities esti 
ial to cost ap proximately $10 million. Toward this expansion 
program, private borrowings have been arranged in the amount of 
$4,125,000 for a 10-year period and $1,446,200 for a 2-year period. 
The construction program will increase our hospital and rehabilit 
tion center beds to: up prox ximate ly 2 OOO 

The new hospits als introduce wha has been called " ospital of t 
future” innovations design ed for the maximum comfort and service 
of the patient and efficient peethinie arrangements for doctors, nurses, 
and other staff. Innovations include: Central work corridors that 
place the nurse and her supplies just outside the patient’s room ; 
separate outside visitors corridors: each patient has at his bedside a 
lavatory with hot. eold. and ice water taps, electrical pushbuttons to 
adust his | ed, operates the drapes, tune in radio and phonograph, and 
call the nurse. 

The maternity rooms have individual nurseries behind each 
nother’s bed, so mother and baby may be together as much as possibl 





1346 HEALTH INQUIRY 


In the multistory city hospitals, the top floors provide hotel-type serv 
ice for convalescents. The one-floor suburban hospitals are built like 
ranch houses spread in country-and-garden surroundings of flowers, 
lawns, and trees, with a wide lanai, or veranda, to which patients’ 
beds may be W heeled into the out-of-doors. 

Self-supporting hospitals, hospitals that can be financed with pri- 
vate funds and that pay their own way, are an integral part of an 
adequately rounded medical-care program. 

Funds for medical, education, research, and charity are generat 
el as a vital part of our program. 

With approval of the American Medical Association Council on 
Medical Education and Hospitals, the Oakland Hospital is a training 
center for interns and under specialty board approvals, it is a teaching 
hospital for the training of specialists in surgery, internal medicine, 
general practice, pathology, pediatrics, obstetrics, and gynecology. 
The Kaiser Foundation School of Nursing conducts an approved 3 
year course. )ther provision is made for free hospital care of charity 
patients, for a number of programs of medical research, for publica 
tion of an educational medical bulletin, and for a Planning for Health 
publication that goes to health plan members. 

These and gre: chievements result when the medical and hos 
pit il orga Z rep Ss Sli saa in keep! gx pe ople | healthier y. ‘| he plan Is 
good for both doctors and patients, 

Right today there would be a great many more doctor partner 
ships a1 d s service type health | ans con ypeting to do the best job for 
the people if they could qualify for the necessary privs ite financing. 

gut, as I have katate inkers will not lend for the kind of hospitals 

that traditionally operate in the red. Hence, a vital key is to make 
private financing available to the groups of doctors, and I believe the 
opportunity is at hand to accomplish this. 

I have conferred with the heads of a number of the country’s major 
insurance companies and banks, exploring with them the suggestion 
that private capital be invested in facilities in areas where doctors 
desire to’ associate themselves in their own group practice 
partnerships, in connection with the establishment of medical centers 
and service-health plans. Bankers and insurance company executives 
have expressed great interest in receiving the figures proving how 
medical centers can be self-sustaining, ale | have been encouraged to 
anticipate their active participation in working out sound private 
financing of medical centers. 

I be lieve » that groups ¢ ft doctors, entirely through private enterprise 


{ 


ind private financing, could accomplish the following program 
iim 
bole hirty million Americans could be protected for comprehensive 
medical, surgical and hospital needs under voluntary, group practice 
ealth plans that will provide them substantially more high quality 
health care at lower cost than ean be done by more limited fee-for 
service types of coverage. There are at least 30 million Americans. 
Thirty thousand doctors in every part of the country could have 
the opportunity to establish their own independent doctor partner 
Ips, practice tovether n the local med cal centers and outpatient 
elinies, and take care of the medical needs of these 30 million members 


of health plans. 
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. The investment of approximately $1 billion, entirely through 
ia funds, could finance the building of medical centers in every 
part of the country, providing hospitalization for at least 30 million 
Americans and the care by at least 30,000 doctors. These facilities 
could pay for themselves and be completely self-supporting. 

At this time, banks and insurance companies can lend only 60 per 
cent of the cost of building a medical center, with a doctor partner 
ship raising the other 40 percent, providing the financial institutions 
are convinced of the soundness of the operations and project. 

Your committee has asked how the Congress might help toward 
alleviating some of the suffering and some of the economic losses of 
clisease and toward assisting people to protect their health needs 
better. 

To speed up a program to enable more doctor partnerships to serve 
members of prepayment health plans in every area of the co ntry, 
the Congre Ss might see fit to authorize the Government to insure loans 
made by banks and institutional investors for the proposed medical 
center facilities. 

This would extend to the financing of medical facilities t! mat 
general type of loan insurance now granted by the Federal Ho g 
Admini tratlon and Vete ins’ Administration for home build hy 
Thus if an insured loan of 90 percent of construction costs were 
granted by lending institutions, a group of doctors could arrange for 
the investment of the balance of 10 percent. It would be a small 
vestment for the doctors. Insured loans also could be advanced to 
improve or expand existing facilities. 


] 
i 


Long-term financing would be an important impetus to enabling 
hospitals to repay elf-liquidating loans. If the burden of pita 
costs were spread out over the useful life of facilities, it would 


crease the self supporting potentialities of a hospital or medica 

facility. It would be advisable that insured ho pital loans be ex 

tended for a peri d of at least 25 years, or ih fact, over the estimated 
eful life of, say, up to 40 years for given facilities. 

The economies and effi iehcies made possible through Froup | ui 
tice, prepayment health pian and medical centei result hh 
savings to heal th plan members and the publ that, i tuality Chie 
patients’ savings are much oreater than the reasonable share of fun 
devoted to paying for facilities and equipment. 

For approximately $1 million a medical conins can be built that 
would enable an independent partnership of 30 doctors to provide 
comprehensive medical care for up to 30,000 he: ‘Ith plan me mbe rs, 1n 


adk lition to care given patients of solo doctors, person overt DY 
ny other type if health plans or Imsurance and ¢ arity patie its 
(A billion pot program would finance the building of 1,000 units 
of this size.) C eh ited nedeeiican, oot al cents three time 
the size of such unit) could care for $0,000 members of a omprehe 
sive health plan, using the services of 90 doctors, as well a 
for othe patients oh a private or ¢ iaritable basis. 

I belhleve our vig rous financial institutioi Ci 

al Oo} portunity und can supp \ the nece cap { il. I ive 
before that I have been assured that they n buv the istitut 


themselves 
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Financial institutions have invested $23,600,000,000 in the con. 
struction of approximately 4 million dwelling units, under loans 
insured through the Federal Housing Administration. 

Financial institutions likewise have invested $20,600,000,000 in 
3,290,000 units of housing, farms, and businesses, under loans insured 
through the Veterans’ Administration. 

Since the insurance stimulation has worked so effectively and 
soundly in unleashing such enormous home-building, I respectfully 
suggest that your committee may desire to study how the Congress 
could apply the FHA and VA type Insurance for private Investments 
to make more medical care and hospitals available at low cost to 
millions of people. 

Members of the Congress are to be commended for their continuing 
search over many years to arrive at ways by which to extend and dis 
tribute medical care more adequately. I have noted that bills are 
pending before the 83d Congress proposing to set up Government 
financial assistance making it possible for doctors and communities to 
build medical centers, hosiptals and clinies and multiply protection of 
people by health plans. Several proposals before the Congress are 
aimed at helping break the financial barriers to the provision of more 
adequate health services for the people. 

Senators Flanders and Ives and Representatives Hale, Javits, and 
Scott are authors of identical bills (S. 1153, H. R. 3582, H. R. 3586, and 
H. RK. 4128) providing 20-year, 4 percent Government loans up to 80 
percent of the cost of constructing and equipping health-plan service 
giving $175 million a year toward Federal-State grants foi 
building hospitals and health centers; noninterest-bearing Federal 
State loans toward establishing prepayment health service plans; Fed 
eral-State contributions to aid prepayment plans; grants to medical 
and nurses schools, a commission to formulate a 20-year national health 
program. 

Senator Humphrey and Representative Hagen have introduced bills 
proposing 100 percent, 25-year governmental loans at 2 percent inter 
est, to build and equip diagnostic and treatment centers for group 
practice by doctors on a voluntary, prepayment health plan basis (S. 
1052 and H. R. 4593). 

Senator Hill and the late Senator Taft introduced a bill (S. 967) to 
extend the S150 million a year grants under the Hill-Burton Act to 
ward building hospitals for an additional 5 years, through June 30, 
1960, 

President Eisenhower has advocated exploration of “the usefulness 
of Federal loans or other aids to local health plans,” asserting that it is 
“a sound investment in a sounder America to see to it that adequate 
medical care is made accessible and brought within the means of all 
our peo} le = 

An outstal dil v cle velopment, in my opinion, came only last Wednes 
day, January 6, when Chairman Wolverton of your committee intro 
duced a new bill, H. R. 6951— 


centers 5 


provide mortgage loan insurance to stimulate investment of private capital in 
the construction of self-supporting hospitals and other medical facilities and to 
ite the extension of voluntary, prepayment health plans providing compre 

en e medical and hosiptal care 
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The declaration of purposes in the Wolverton bill assuredly ad 
vances objectives of tremendous importance to the millions upon mil 
lions of Americans seeking answers to their health problems. 

The Wolverton bill proposes Government insurance of mortgagt 
loans for hospitals and medical facilities. Your committee can make 
. great contribution by exploring this proposal for extending the ac 
cepted, proven and successful FHA and VA type of insurance of loans 
for hosp vital and medical facilities. 

Unequivocally, we favor the principle of making available to the 
doctors of this country insured loans to encourage the flow of private 
capital into needed facilities, because we believe that the opportunities 
are yet untouched for the doctors through free enterprise and privat 
capital to provic ide medical care and facilities for the millions without 
Crovernment subsidies or socialized med me. We have clung tena 
ciously to the hope that doctors themselves will take the lead in pro 

viding the private initiative solution to the people's health needs 
We cert: unly do not env ision the nationwide effort, reaching into every 
trea. as the task for the Kaiser Foundation health organizations 
Our sole interest is in seeing more health care prov ided to the people 
it costs within their means. 

Group practice is growing, and if encouragement is given to this 
tre nad, an upsurge can take pl: ice In the numbers of gener al physi ans 
and specialists of all the various skills who will associate themselve 
together in partnerships and group practice throughout the United 
States. 

More than one-half of the doctors who served the military forces 
hh World War I] expressed their desires to yO meal al groups upotl 
their return to civilian life. Partnership practice offers decided ip 
peals to doctors who have experienced group practice mM medical 
schools and now in the Armed Forces, and who will be returning t 
civilian life. The Veterans’ Administration type of insured private 
loans would make it possible for numbers of veterans to establish 
groups and medical centers. 

We do hot believe the average nuddle mMcome people, how clamo 
ing fora Way to meet high health bills, need be plunged either grad 
ally or rapidly into Government socialized medicine. We do not 
believe the Government need spend billions on a solution. 

The medical profession might see fit to establish its own service 
organization to assist doctors who wish to form partnerships, build 
medical centers, and supply comprehensive prepaid health care 
County medical societies could organize full-time staffs of doctors 
from their local memberships, and they would find thousands of 
people streaming to them for comprehensive prepaid service. 

In conferences with American Medical Association executives 
Chicago, as well as AMA chiefs on the State and county levels. w 
have endeavored to contribute the experience wained 
of experiments, difficulties, and successes. 

Doctors themselves have the opportunity through thi plan 


In our ZU vears 


crease their priceless service to their fellow men, enjoy excellent 

comes and professional working conditions, and obtain ultra mode 
medical centers built and paid for entirely through private enterp! 
If they do the necessary job, there would be such a spread of 


med 
ire in this country that no other place or country could compare 


O87 o4—pt 
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it. It would make socialization of medicine unnecessary and by mak- 
ing it unnecessary, impossible. 

I believe the overwhelming enlightenment and gumption of dedi- 
cated medical men ultimately will prevail. I earnestly hold to the 
faith that doctors themselves through genuine private initiative, 
rather than organized laymen or Government will bring about an 
orderly, rapid evolution to the medical care of the future. ‘The people 
rule and make their own free choices in a democracy, and the ground- 
swell of demands from the people for a better way to be kept healthy 
and to meet their doctors’ and hospital bills inevitably will bring full 
health care within the reach of all. 

The Cuatrman. Mr. Kaiser, the committee feels greatly indebted 
to you for the thought-provoking statement which you have made to 
the committee this morning. Based upon the experience which you 
have gained in this particular field of activity, 1 do not hesitate to 
say that it is one of the most optimistic and encouraging statements 
that this committee has ever had presented to it, as a practical, sound 
approach to a problem that everyone recognizes needs solution. 

Personally, 1 feel you have made a great contribution to the cause 
of the well-being of your fellow men, with the time and attention 
which you have given to this important subject, by your splendid rec- 
ord of achievement, with the experience you have gained. I believe 
you can be of very great help to this committee, as an agency of the 
Congress, in formulating a health program plan that will prove bene- 
ficial to our people, and at the same time will not be a violation of the 
recognized principles which have always prevailed in this country of 
ours. 

Gentlemen of the committee, do you have any questions that you wish 
to ask ¢ 

Mr. Dotiiver. Permit me to join with the chairman in his state- 
ment about the excellence of your presentation. There are 2 or 3 
inquiries I would like to make. 

As I understood it from your statement, this plan originated in 
connection with some of your vast industrial enterprises, in its incep- 
tion ¢ 

Mr. Kaiser. That is true. 

Mr. Dottiver. It was sort of an auxiliary brought about by neces- 
sity of the erection of some of these dams, and so on, which you have 
been connected wit! 

Mr. Kaiser. That is right. 

Mr. Doxutver. Now, does the whole medical enterprise still have 
the relationship to your industrial enterprises that it originally 
had, or has it developed so it is an independent enterprise ¢ 

Mr. Kaiser. It is developed as an independent enterprise. We are 
now taking care of ae nembers. Of those 416,000 members, 
only 22,000 are associated with Kaiser companies. 

Mr. Douiver. So that by f far the large majority are not your em- 
plovees ¢ 

Mr. Kaiser. Over 90 percent are not our employees. 

Mr. Dotiiver. Now, are the people who are in your employ required 
to take out the | ospital insurance ¢ 

Mr. Katser. It is voluntary. 

Mr. Dottiver. It is a voluntary matter on their part ? 

Mr. Kaiser. Yes, sir. 
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Mr. Dotiiver. How did you gain the additional members, the 90 
percent that are not your employees? Was there a promotion plan or 
a selling plan, or did it come voluntary because of the excellence of 
the plan ? 

Mr. Kaiser. It is unethical to sell this plan. And so, therefore, 
we have never been allowed to promote it. It has had to grow by 
its own services. 

Mr. Priest. I would be interested to know why it is considered 
unethical to sell the plan. 

Mr. Kaiser. Because the doctors consider that it is unethical to 
ulvertise medicine, and, therefore, they declare that any doctors are 
in unethical practice if they are advertising medicine. 

Mr. Harris. If you will yield on that point, are you familiar with 
some of these burial insurance programs / 

Mr. Kaiser. No, I am not. 

Dr. GarrieLp. This is not an insurance program; this is a service 

rogram. The AMA has always taken the stand that physicians 


? 
} 
I 


hould not advertise or sell their services. And since this particular 
plan hinges upon a group of physicians practicing together, any ad- 
vertising would be considered as bringing patients to that group of 


physicians. 

As a matter of fact, it has never been necessary to advertise. ‘The 
plan has grown very rapidly, far beyond our ability to take careof 
it, out of its own impetus. 

Mr. DotLiver. Now, to refer again to the original question: I take 
t, then, that the name of this plan has no significance in connection 
with your other enterprises, Mr. Kaiser ¢ 

Mr. Katser. None whatever. 

Mr. Douiiver. And you do not exercise any control over it, nor does 
any State organization or State authority exercise any control of it, 
n the way of financing, or inspection, or anything of that kind 4 

Mr. Kaiser. We do not exercise any control, except that we try to 
get the financing for it, just as we are right here, now, trying to get 
the Government to finance others. 

Mr. Dottiver. In its inception, did you undertake to try to help 

em get it financed ¢ 

Mr. Kaiser. That is right. 

Mr. Dotxiver. But the original impetus, for this kind of a project, 
comes from a group of doctors in a community who associate them 
se Ives together to build a clinical and hospital fac 2 ¢ 

Mr. Kaiser. Dr. Garfield can tell you about it in detail, if you 
would like. 

Mr. Doniiver. Let me just put 1 or 2 questions, and then I will 
yield the floor. 

In how many communities is your project, or the Kaiser project, 
now operating, approximately / 

Mr. Ix AISER. There are 50 clinics and hos pitals. We are operating 
In many communities where we have no employees. You will find 
that in this medical center brochure here. 

Answering your question: It is approximately 35. 

Mr. Doxtiver. In how many States, approximately / 

Ir. Garrretp. There are four States. 

Mr. Dotiiver. Would you name them? 
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Dr. GarrieLp. Washington, Oregon, and California. Excuse me; 
there are three States. 

Mr. Douutver. There are three States / 

Dr. Garrrecp. Yes. 

Mr. Dottiver. That is all, Mr. Chairman, thank you very much. 

The Cratrman. Are there any further questions, gentlemen ¢ 

Mr. Priest. I believe I understand now the answer to the question as 
to why it was not ethical to advertise the plan. It is, I understand, 
entirely a question of a group of physicians offering services and it is 
not considered as an Insurance plan in the technical sense. 

Mr. Katser. That is right. 

Mr Priesr. It is a service plan. 

Mr. Kaiser. That is right. 

Mr. Priest. I believe, Mr. Kaiser, you have indicated already that 
you strongly favor some sort of reinsurance loans to provide groups 
for the purpose of building these facilities. 


Mr. Katser. It is insurance, and not reinsurance. 
Mr. Priest. I want to get some explanation on that. 1 might have 
misunderstood you. As I recall, President Eisenhower in his state 


of the Union message referred to a reinsurance plan, and I was not 
quite certain just how that would apply to the position you take with 
re efe rence to insurance of 100 percent as I believe you re ferred to it.ona 

5-year basis at 2 percent. Now, just how does that fit in with the plan 
propos sed by the President ? 

Mr. Kaiser. You see. we do not have any knowledge of what plan he 
proposes. We are practically today fully insuring under our plan. We 
are covering the member for practically everything that he needs to 
be protected for under our plan. We do not see where reinsurance 
would be necessary in our case. 

Dr. Garrte.p. Mr Kaiser is advocating Government-insured loans 
for facilities. 

Mr. Katser. Reinsurance would not be necessary under our plan. 
We practically cover all of those catastrophic illnesses and the length 
of time they might be ill. 

The CuarrMan. I am not familiar just at this moment in the detail 
that I would like to be to make an explanation of what is meant by 
reinsurance. There has been a time when in speaking of reinsurance 
i think we had in mind that there would be a guaranty of the services 
rendered by these different organizations, such as Blue Cross, Blue 
Shield, and organizations of that kind, on a basis somewhat similar 
to the FDIC, which guarantees the stability of banking institutions, 
indi the depos tors in them. The ferm “reinsurt ance” may have a 
different meaning than it would seem from the mere statement of it in 
that way. 

Mr. Priest. I thankthe chairman. T intend to make a further study. 
and Tam sure he plans to do so before spec ‘ifie proposals are submitted 
on the reinsurance plan. I was not quite certain whether it would 
ipply to an organization or to ser vices such as the Kaiser p af an, or no;t, 

I believe, Mr. Chairman, that is all for the present. 

Mr. Hare. Mr. Kaiser, under your plan do the doctors form partner 


“hips / 


Mr. Kaiser. Yes, they do. 
Mr. Harr. Is that a necessary part of your plan! 
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Mr. Kaiser. Well, it is not necessary, but it is the better way for 
the doctors, to have a partnership. I think they prefer that, rather 
than to be on any kind of a basis of a salary income. 

Mr. Hate. Now, for instance, in a given community, will there be 
several doctor partnerships? 

Mr. Kaiser. At the present time we only have three doctor partnet 
ships in these three States that the doctor has just referred to. Weare 
giving serious consideration to more. The doctors themselves have 
presented a plan which is being studied for more doctor partnerships, 
smaller ones. 

Mr. Hare. Do I understand that there is a doctor partnership 
Washington and one in Oregon and one in California? 

Mr. Kaiser. There is a doctor partnership in the San Francisco 
Bay area and one in southern California, and one in Oregon and 
Washington, together. 

Mr. Hare. Do these doctors in the partnership have the exclusive 
right to handle patients of these hospitals or do outside doctors 
participate ¢ 

Mr. Kaiser. No, the hospitals themselves are open to all. The hos- 
pitals are open to outside doctors. As an illustration, the Walnut 
Creek Hospital which you see there in these pictures has about 35 
percent outside patients being cared for by outside physicians. 

Mr. Haute. When the doctors form a partnership in that way, do 
they determine by agreement among themselves the respective share 
of each partner, the same as we do in a law firm ¢ 

Mr. Kaiser. They do. 

Dr. GarrieLp. Yes, they absolutely do. 

Mr. Hate. They adjust those fractions from time to time, I suppose. 

Mr. Katser. That is true. 

Mr. Harz. What is the advantage of this partnership arrangement ? 

Dr. Garrietp. The doctors prefer the partnership. ‘They are the 
ones who wanted it that way. Originally they started on an employ- 
ment basis, one physician employing the others, and pretty soon as 
the plan evolved, they desired to have a more general partnership of 
it. The plan has pretty well evolved out of their own wishes. 

Mr. Kaiser. They prefer a partnership, the doctors do, rather than 
being employed by one of their group. 

Mr. Hae. I think that is all, 

Mr. Cartytz. Mr. Kaiser, you have made by far the best statement 
relating to this important subject that I have ever been privileged to 
hear. I think the real strength of your statement is based upon the 
fact. that you made this program work in a highly successful manner 
That is all. 

Mr. Kaiser. I thank you. 

The Cuatman. I think that is a very wise observation you have 
made, Mr. Carlyle. 

Mr. O’Hara. Mr. Kaiser, charts always interest me, and sometimes 
they paint a more graphic picture than the witness can. I wondered 
if you cared to or if you had some witness here who would like to give 
us some detail on these charts which are exhibits before the commit- 
tee? I am sure that the committee would be very interested in that. 
It will probably show to some degree the mechanical details on which 
your plan works. 











1354 HEALTH INQUIRY 


Dr. Garrrevp. I think I can best explain them, because I had a lot 
to do with their construction. These are pictures of the newest 
hospitals with the exception of the Oakland Hospital. The newest 
hospitals that we have built are illustrated here. This one on the left, 
the first one, is an example of a rural hospital, one story construction, 
100 beds. It is probably the most beautiful of our hospitals, because 
of its open construction and the ability to move every patient outside 
through those sliding doors. 

The one next to it is the new San Francisco hospital which opens 
this month. That is a 215-bed hospital and it cost $3 million to con- 
struct. It has all of the same features of new construction that will 
be shown on this side of the room. All that glass that you see there is 
outside corridors. The normal inside corridor of the hospit al has been 
converted to work space, so that outside of each patient’s room you 
have all of the services for that patient, and the nurse serving the 
patient never has to leave the door of the patient’s room for any item 
of service. 

Now, that can be seen on this side of the room. This first picture is 
a picture of a maternity room. Incidently, all of these rooms are 
either private rooms or two beds. We have no wards. As you see 
there, the patient has a bed which is motorized, and she can raise the 
head of the bed or the foot of the bed by pushing the button called 
“bed position control,” and she has at her side a wash basin with hot 
and cold running water, and ice water, which the patient can reach 
herself. She has on that accordion arm a nurse’s call, a radio-phono- 
graph switch which can be positioned where she can reach it. The 
baby itself is in a sliding bassinet which when the mother wishes the 
baby in the room with her, she just pulls it out and the baby is with 
her. When the baby disturbs her or she wishes to rest, she pushes it 
back and it goes into that nursery which is right in back of the room. 
When the bassinet goes back into the nurse’s room, it lights a light 
automatically which tells the nurse that the baby is back on her hands. 

This eliminates the necessity of carrying the babies through the cor- 
ridors of the hospital for feeding purposes and it gives the mother 
much more contact with her child, and gives her a feeling that it 
really is her child, and very often they get into difficulty that way. 

Then there is a radio pillow speaker, and the telephone and the 
medicine cabinet which is hard to see because of the mirror there. 
There is an oxygen outlet above the bed for patients that need oxygen, 
and of course the adjustable lamp over the bed. 

All of this leads to a maximum of self-service and convenience to the 
patient. The usual construction features in hospitals put the wash 
basin across the room from the bed, so that the patient has to get up 
and walk across the room, or if the nurse wishes to use it, she has to 
carry the water over. Drinking water is usually, as you know, passed 
out in thermos bottles, or ice and water, and so forth. 

Now, if you will look at the next picture, you will see the working 
corridor of the same unit. You will see that right outside the doors 
which lead into the patient’s room are the nurses’ desks, individual 
medicine cabinet for the drugs for each patient, serving shelves for 
sach room, and on the other side are the utilities for that room. On 
one side are the clean utilities and the other side has the contaminated 
utilities. 
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The nurse never has to leave the doors—those four doors—for any- 
thing except direct care of those patients. The result of that is that 
ihe patient has a great deal more service because the average hospital 
involves your staff tr aveling around getting things more than they 
are really serving patients. 

The hospital picture in the back is the new Los Angeles hospital 
which opened up last February. That has the same features. You 
will notice those baleonies. They are outside corridors and your 
visitors come down those corridors into the rooms. That is what per 
mits you to put all these features right outside the patient’s door, 
because if the public was walking through there, you could not leave 
all of those medications and various items of service exposed. 

The chart for the patient is right outside the room so that the doctor 
going in to see the patient reads the chart and he sees the medications 
right in the shelf that the patient is getting, and he walks in and takes 
care of the patient. 

Mr. Rogers. What is the average cost per day to the patient, 
Doctor ? 

Dr. Garrretp. Actually these hospitals are so new they have not 
shaken down. Our costs on the west coast are a great deal higher than 
they are in other parts of the country, and we forecasted these hos- 
pitals as running approximately $18 a day per patient, exclusive of 
amortization. 

Mr. Rogers. With a private nurse, is that it ? 

Dr. Garrtetp. That is 1 nurse for those 4 doors you see. 

Mr. Hare. How much is that a day? I did not quite hear you. 

Dr. Garrrecp. $18 a day. We have not achieved that figure yet, 
but we think we will when we shake down. In that Los Angeles—— 

Mr. Harris. Does that mean that 1 nurse can take care of 4 beds? 

Dr. GarrreLp. Those rooms have 2 beds apiece, so you may have 1 
nurse taking care of 8 beds, or 1 nurse taking care of 4 beds, depend- 
ing upon the type of patient involved. In that Los Angeles hospital 
in the top floor, you have the convelescent hotel type of bed. As soon 
as the patient becomes ambulatory, instead of keeping him down on 
the floor with the sick patients, he is moved upstairs to the con- 
valescent area for finishing out his stay. That results in two hinwn, 
a more pleasant stay for the patient because he is removed from sick 
people, and at the same time it results in economy, because the staff- 
ing on that floor can be diminished. 

Mr. Prrest.. May I ask one question about the cost? That ap- 
proximately $18 a day is for the patient who is not a member of 
this plan? 

Dr. Garrretp. That is our cost of operating. 

Mr. Priest. The point I was trying to make was related to the rates 
for this group plan which are $3.25 for a single subscriber per month. 
Assuming that a member, paying monthly dues at that rate, is hospital- 
ized for 15 days during the month, and has kept his dues paid up, are 
there additional expenses that patient has to pay ? 

Dr. Garrte.p. He does not pay a penny. He can be hospitalized for 
111 days without paying a cent, and he gets all services. 

Mr. Priest. Providing he is a dues-paying member. 

Dr. Garrretp. And that is all services, drugs, and special nursing 
services if he needs it, and every food and everything else that goes 
with it, doctors’ services, too. 
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Mr. O'Hara. May I ask this question, Doctor! The charts preeipi- 
tate to the forefront the fact that you have to have facilities of a hos- 
pital first. Now, who took care of that cost? Did the doctors take 
care of it, or did the Kaiser Foundation, or how was that provided for ? 

Dr. Garriecp. Actually in our operation, the Kaiser Foundation 
did it. 

Mr. O'Hara. They built the hospital ¢ 

Dr. Garrietp. Yes, and when we started this plan there was no 
financing available for hospital construction. The banks would not 
loan you any funds for that purpose. Hospitals were always con 
sidered a poor risk. After several years of operation and proving 
that we could be a self-sustaining operation, then the banks started 
loaning us money without Mr. Kaiser’s guaranty. 

Now, what we are advocating today, the greatest stimulus to the 
spread of this thing would be for a method of financing for the doctors 
to do this job. It is a sound method of operation, and it has proven 
itself very effective. It can do a tremendous job as you can see by the 
type of facilities it can build and the quality of service rendered can 
be excellent. But what it needs is a method of financing to construct 
the necessary facilities, and Mr. Kaiser’s plan of Government-insured 
loans is the first plan to come out that seems to give it some hope, that 
that financing can be secured without going a great many more years. 

Right now the banks will only give us 10-year financing, and that is 
darn tough. It really hampers our operation. This plan we have 
is comprehensive. We think ii answers most of our problems of catas 
trophic illness. It certainly goes a long way toward answering it. 

If we had simple long-range financing, we could do twice as effec- 
tive a job as we are doing today. I think we could give, instead of 
111 days, total hospitalization. And this method of Government- 
insured loans would be a method of the Government helping spread 
this thing without really costing the Government anything. That is 
why we think it has such tremendous possibilities to the doctors of 
this country. 

Mr. O'Hara. Could I ask one question before there are further 
questions? Doctor, these hospitals have been built in the thickly 
populated centers, 1 would assume. Would it be a more practical plan 
for a metropolitan area than it would be for a rural aréa? 

Dr. Garrieip. No, if you will recall we have built these places in 
desert countries, and this Walnut Creek hospital is a country area, 
only 30 miles from Oakland but it can be considered country. We 
have a small hospital down in Fontana which has a population of 
20,000. 

If you could get good long-range financing, you can do the job 
just as well as with a small hospital as you can with a large hospital. 

The Cuarmmay. I think we are all impressed with the fact that 
this system which you have in operation in the Kaiser Foundation 
has produced a self-supporting hospital. That is probably one of 
the most interesting features of hospital work that you could men- 
tion to this committee. I assume we are all familiar with the fact 
that in most, if not all communities, other than those for which you 
are speaking, it has uniformly been necessary to have charity drives, 


community-chest drives, individual drives, and dependence upon 
benevolently inclined individuals to carry on these hospitals. 
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When you say that you have a self-supporting hospital that lends 
itself to financial assistance, by banking institutions, or as you advo 
cate, guaranteeing by the Government, I think the committee would 
be interested in knowing what you consider the most important ele 
ment in your operation that makes it possible for you to have a self 
supporting hospital. 

Dr. GarrieLp. I am glad you gave me that opportunity, Mr. Chain 
man. It all goes back to those 4 principles that Mr. Kaiser mentioned, 
and every 1 of them is essential in the program. You have your — 
payment, and that is very simple. It is an established method « 
paving, by people with modest means, for medical care today. As you 
probably know, most of the plans in operation today have prepay 
ment. That is Blue Cross, the insurance plans have a type of pre 
payment. 

Now, there is where unfortunately most of them stop. They all 
do an excellent job up to a certain point, and that is where they finish 

Now, the Kaiser plan goes further than that. To that prepayment 
we add an organization of the method of providing service, and that 
organization 1s principles 2 and 8. It is the group practice and well 
planned facilities, that produces the quality of service and the economy 
of service whereby the dollar of prepayment can do the necessary 
comprehensive job. 

The CuatrmMan. You do not mean it reduces the quality ¢ 

Dr. Garrrevp. It produces the quality; no, sir, quite the opposite. 

The CuatrmMan. I misunderstood you. 

Dr. GArrieLp. To that we add the fourth principle, which is the 
new economics of medicine. It has always been a paradox in medi 
cine that the doctors and the hospitals of this country are dedicated 
to the proposition of keeping people well and healthy, and yet they 
derive their income out of sickness. The way medical care is prac- 
ticed today, if everybody was well and healthy, the doctors and hos 
pitals would have to go out of business. In other words, in the present 
system, the sick person is an asset, and the well person is a liability. 

Now, our plan just reverses that proposition. Under our plan, the 
prepaid dollar is turned over directly to the doctors and the hospitals, 
not when a patient gets sick, as a fee, but the total amount is turned 
over to them. Now, that puts them in a position whereby if they 
keep these people well, and if the hospital has empty beds, and if the 
doctors keep the patients well, they are better off, and they then have 
more funds for doing everything that they want to do, research and 
teaching and education and everything else. 

In other words, under our plan, the sick person is a liability, and 
the well person is the asset. 

Now, that gears the plan to preventive medicine of the future 
Now, those are the four essentials, and you leave any 1 of those 
{ principles out of your operation, and you lose all of the efficiency, 
and all of the productive value that this thing does. Use them as 
criteria against any plan you know. You have your Blue Cross, and 
that has prepayment, and it has none of the other three principles. 
It has not got group practice, and it has not got the well planned, 
integrated facilities, and it does not have your fourth principle of 
being geared to preventive medicine. 
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It pays money to the hospitals when the patients get sick, and it 
puts the hospitals in position whereby if the patients are not sick and 
are not in bed, then they are losing money very rapidly. 

You take Mayo Clinic, which is a method of providing medical 
service. They have principle 2 and 3. They have group practice, 
and they h: ~ well planned, adequate facilities, and they have not got 
principle No. 1, which is prepayment, and therefore they do not reach 
the ordinary 4 rson. They do not have principle No. 4, that is that 
new economics of medicine. The Mayo Clinic makes its income out 
of sickness, and chiefly the type of catastrophic illness that you are 
talking about. It is not geared to preventive medicine of the future. 

Those four things produc ea plan which has given the people in the 
20 years we have been operating a tremendous amount of high quality 
medical care. It has remunerated physicians as well, and it has built 
and paid for most of these facilities, and stands on its own feet, and 
provides funds for teaching and training and research, because that 
is all necessary for quality and stimulating quality in medical care, 
and maintaining and contributing to medicine of the future. 

In addition to that, it does all of those things better if the sub- 
scriber remains well. That has a tremendous merit and that is the 
plan that would give the doctors of this country a tremendous oppor- 
tunity if they could get the finane ing to do it. 

The Cuamman. With reference to the statement that you have just 
made, I do not know whether it is true or not but I know a good many 
years ago I was told that the principle of practicing medicine in China 
was very similar to what you are suggesting here. 

In other words, it was that the Chinese doctor was paid so long as 
he kept you well, and when you became sick he ceased to receive any 
compensation whatsoever. So it would seem as if maybe you have 
adopted something of that kind of a principle with reference to 
practicing medicine. 

Now, I had thought, as you had expressed in such detail the con- 
struction of that sickroom, that the very construction principles which 
you had adopted would reduce to a very large extent the attention 
that would be necessary by a nurse, and that would have something 
to do with decreasing the operating cost of a hospital. 

Dr. Garrietp. We think that will be important. 

The Cuarrman, I was going to say that is almost revolutionary as 
far as the average hospital is concerned, where you have a push- 
button and the nurse comes to find out whether you want a drink of 
water or whether you want the bed changed in its position, or what- 
ever it might be. Here it would seem from the method that you have 
used, it would give the patients an opportunity to do many things for 
themselves that otherwise would have to be done by a nurse. 

Dr. Garrietp. That is true, sir. It does make it more convenient 
for the patient and we are sure it will create some savings, but we 
have hospitals that were built the old-fashioned way and they oper- 
ate well, also. 

In other words, the plan is so effective and works so well that it 
does not mean that all of the hospitals of the country have to be built 
this way overnight. It still can work with the old hospitals. 

Mr. Kaiser. I think the costs here in these enetiala now are run- 
ning around $22 and the objective he pointed out is $18. We will take 
Los. Angeles, for instance. 
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Doctor, before we had these hospitals, we were renting rooms in 
the various hospitals and only had the clinics in Los Angeles. We 
paid how much ¢ 

Dr. GarrteLp. We were paying as high as $42 a day to outside hos- 
pitals. Los Angeles is one of the highest charge areas in the country 
in hospitalization. By having our own hospital, we certainly effected 
a great deal of saving in the Los Angeles area. 

Mr. Kaiser. What I would like to say here, first, Mr. Chairman, is 
that I have a statement here in connection with catastrophic illnessess. 
It is a long statement, and I don’t think it is necessary for me to read 
it. Youall have copies of it. I would like to introduce it at this time. 

The CHarMan, tt will be made a part of your statement. 

(The information referred to appears on p. 1379.) 

Mr. Kaiser. I would also like to make a part of the record that many 
of you may have an opportunity to come West and see these hospitals 
and obtain a closer knowledge than you have now. If so, we would be 
delighted and we now invite you, any of you, who wish to come. 

The CyHairman. I might say that what has been said here this 
morning has already awakened an interest on my part to see the 
hospitals in operation. 

Mr. Kaiser. I think you would enjoy it. Now, another interesting 
factor, Mr. Chairman, is this: 

The division of this premium dollar that we get, this prepaid dol 
lar is about as follows: 

It is interesting and this is the financial data for the year 1953. 
The division of the premium dollar has been about this way: 

For professional services to the medical groups has gone 40.7 per 
cent; to the hospitals 40.1 percent has gone, that is, the operations 
of the hospitals. The maintenance of the hospitals and the clinic 
facilities and equipment is 3.3 percent. The provision for the re- 
placement of facilities and equipment is 1.7 percent. The health plan 
administrative expenses, the plan administrating these contracts with 
the doctors amounts to 3.8 percent. 

The charity, education, and research which include our nursing 
school is 4.4 percent. The debt retirement, and this is the thing that 
is important, and the principle payments are 4.9 percent. 

Under the plan that we propose here, the Government debt retire- 
ment would be cut sethaliy in two and that would be a benefit 
immediately. 

The Caiman. In connection with what you have requested to 
be made a part of the record, I am inclined to think that this brochure 

which gives so much information in detail might also be made a part 
of the record and I will have the members of our staff go through it 
and determine those portions that would be helpful to have made a 
part of our record. Unless there is objection, we will do that and 
make that a part of the record. 

(The information referred to appears on p. 1384.) 

The Cuarrman. I think that I should recognize Mr. Rogers. 

Mr. Rogers. Doctor, I think we can all go along with President 
Eisenhower when he says we are against socialized medicine. Now, I 
was asking you a moment ago about the average cost per patient. 
Do you have different grades of services that you render or you charge 
& minimum fee or a maximum fee or a maximum cost or a minimum 
cost ? 
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Dr. Garrre.p. Our health plan charges to the members are all the 
same. No matter what their income is, it is the same. 

Mr. Rogers. A low-income family can get the same advantages as a 
high-income family; is that right ¢ 

Dr. Garrirecp. That is exactly right. 

Mr. Rocrrs. They have to pay the same fee 

Dr. Garrretp. They have to pay the same rate; yes, sir, and we don’t 
vary our rates ac ‘ording to income. 

Mr. O'Hara. If the gentleman will yield at that point, I have one 
question. 

Doctor, whi at are the comparative costs of your plan as compared 
to the Blue Cross or Blue Shield plans? Are they about the same, or 
what is the comparison 4 

Dr. Garrrecp. It depends upon which area of the country you are 
talking about. If you are talking about Blue Shield in the California 
area, our rates are approximately the same for our complete coverage 
as they are for Blue Cross’ hospitalization plus surgical benefits. 

Mr. Hesevron. Mr. Kaiser, I am not entirely clear as to how the 
physicians and the nurses, for example, are paid in connection with the 
work they do. Take an individual member who is taken sick and re 
quires treatment. Isthereascale of fees? Are the nurses on salary / 

Dr. Garrietp. The physicians have their own individual partner- 
ship and the nurses who work in the outpatient department are em 
ployed by the physicians, and the nurses in the hospital are employed 
by the hospitals. The member who has the comprehensive type of 
coverage, under our plan, has no extra charges for those services. 

Mr. Hesevron. Does he select his physician ¢ 

Dr. GarrreLD. He can select his physician within the group. 

Mr. Hesevron. But, there is that limitation ¢ 

Dr. GARFIELD. It is just as though you would go to a Mayo Clinic, 
you can select a physician within the group. There is that limitation. 
He still can select an outside physician and secure his hospital bene- 
fits within the hospital, but he pays the outside physician. 

Mr. Hesexron. I noticed a mores of your booklet entitled, “Report 
on Permanente’s First 10 Years,” in which you refer to medical so- 
ciety relations, and you say progress in this field has been slow. Later 
on, you refer to fair opposition. Do you care to discuss that a bit 
more? ‘That is, the type of opposition that has arisen and how you 
have met it. 

Dr. GarrieLp. We have had a great deal of opposition, fair and 
unfair, and I was paying a tribute to the opposition that might be 
fair. Actually, in some areas, we have gone along all right but par- 
ticularly with the medical society and particularly in the Oakland 
area where we started. We have had the longest. time to work with 
them. In new areas where we are now providing services, as in the 
Los Angeles area, the construction of that hospital flared up a good 
deal of concern among the physicians in the area that we might ‘take 
away possibly their livelihood. 

Actually, as we go along and work with them, I am sure we will 
work out our problems. It will take time. 

Mr. Hesevron. What are the qualifications or the means by which 
physicians can become a part of the group? 
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Dr. Garrtep. Supposedly, it is automatic. After 4 years with the 
group, they automatically become partners. After 4 years, they are 
partners. 

Mr. Hrseiron. How do they become associated at the outset ‘ 

Dr. Garrretp. They are employed for the first 2 years. 

Mr. Kaiser. They are employed by the partnership for the first 2 
years. 

' Mr. Hesevron. The members of the partnership control who comes 
in é 

Dr. Garrrecp, Yes. The physicians in these groups are selected by 
the doctors themselves which is one of the fine features of the opera- 
tions. We feel that practically only a physician can really judge 
the qué ality of another physic lan. 

Mr. Heseuron. That is all, Mr. Chairman. 

Mr. Priest. While we are suggesting things to be made a part ol 
the record, unless it is contained in the brochure, and because of the 
committee’s concern, in connection with the hospital-construction pro 
gram, | wonder if it would be possible to include for the record a per 
bed cost of construction of some of these hospitals. I think the com- 
mittee might be greatly interested in that. ‘That is all, Mr. Chairman. 

(Dr. Garfield later stated that new construction runs about $15,000 
per bed, fully equipped, p. 1575.) 

Mr. Sprincer. Doctor, I would like to ask this: 

Do you have a limitation on any age to belong to your plan ‘ 

Dr. Garrietp. In members coming in as groups, we do oa have any 
limitations on age. On individuals coming in, we have a limitation of 
60, and any over that age would come in by examination. 

Mr. Springer. Suppose that you are already in, would you be in 
eligible then? 

Dr. Garrretp. No; you would continue on. 

Mr. wy eR. That raises a problem and I would like to have your 
views of this since you seem to have been in this for some time. In 
nearly all of the groups that I have talked to, including Blue Cross 
and a couple of memberships that 1 belong to, one of which is a 
straight insurance company but takes care of fraternal members only 
of a certain lodge, I notice in all of the contracts there is an age limit 
Now, my recollection of this is that it is 70 in Blue Cross. 

Dr. Garrtetp. I do not know. 

Mr. Sprincer. In the others, it is much nearer 60, as you have 
pointed out. Do you know what the percent of people, we will say, 
of the number of hospital days per year, in the United States, is 
oc upied by peop yle over 60 year, roughly ? ; 

Dr. GarrieLp. No, I do not. 

Mr. Sprincer. What percent would you say it is! Would you say 
it is 40 or 60 or 207 

Dr. Garrietp. I understand from recent studies that it is surpris 
ingly low, which is very interesting. I would guess it would be a low 
percentage. 

Mr. Weissman. In the case of hospitalization, for persons over the 
age of 60, I think we ought to differentiate hospitalization in general 
hospitals and in custodial faeilities and other types of long time inst) 
tutions. If you are speaking about the hospitalization in general 
hospitals, I would agree with Dr. Garfield that in general hospitals, 
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persons over the age of 60 represent a relatively small percentage of 
the total. 

Mr. Sprincer. I agree with you, because I think that would be true 
in my own community. In other words, they have a tendency to only 
keep those people in the hospital for a short length of time and then 
put them in custodial homes, but they have to be cared for whether 
in homes or hospitals. The question that has disturbed me greatly 
in all of these is that there does not seem to be any real thinking on 
the question of what is going to be done with people past 60 years of 
age. That includes catastrophic illness. I am going to include old 
age and the downward trend after 60 years of age. It is true that 
including custodial homes, homes for the aged and things of that 
sort, it would be rather large if you lumped that all in. 

Dr. Garrietp. We are doing a lot of thinking, Mr. Springer, and 
trying to gather all of the information we can on that. So far, we 
are taking care of those people under our plan and carrying them 
without terminating their membership. 

Mr. Kaiser. We are doing that, Mr. Springer, but when you read 
this, it says the Kaiser Foundation health plan is experimenting with 
coverage on a surcharge basis, for individual enrollees who are over 
60, when they apply for membership. For applicants who have 
chronic diseases at the time of application, that would be covered in 
the same provision. 

Mr. Sperincer. That is certainly a field that has to be studied. 

Mr. Kaiser. It says that the extent to which such coverage can be 
broadened is awaiting actual determination. We are studying it. I 
think you have a point and I am very much interested in your point. 
We are going to take care of people, that is the one point. You can’t 
say that we will only take care of one group in the corner. 

Mr. Sprincer. That problem of being no longer insurable after 60 
has certainly upset a lot of people who have been in these other pro- 
grams and are approaching it. 

Mr. Katser. We carry them on, definitely. As a matter of fact, we 
carry them beyond 111 days and we are keeping our records on that, 
and it isn’t serious. It is more in the mind than it is in the facts. 

Mr. Springer. Might I ask you this, and anyone of the three of you 
may answer : 

What in a general way do you think ought to be done? 

That is the thing that is going to come before this committee and 
that is going to be asked of every witness. What are you going to do 
with people approaching old age? 

Dr. Garrietp. I think if you can help on this financing of facilities 
problem, you take a large step toward licking the problem. The more 
of these groups that are formed, the more plans of this type that are 
available to the people, the simpler it will be to answer those questions 
because we feel that we, ourselves, are very close to answering it. 

We think with the 400,000 people today, a few cents of premium can 
guarantee custodial care, 

Mr. Kaiser. The doctor thinks if this Government would do for 
hospitals what they have done for homes, it would give us the funds 
and the institutions would be glad to finance it on that basis. I have 
talked to some of these specifics ally. The banks think this is the answer. 
The doctor said, and he said so while coming up in the car, that if we 
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lid not have the concern about financing the facilities that were neces 
sary, we could take care of them at a very few cents per month pre 
mium. That is the people that you are talking about. 

Mr. Sprincer. Do you think that is actu: lly feasible on a low-cost 
basis ¢ 

Dr. Garrretp. Yes, sir. 

Mr. Sprincer. The reason I brought it up is that actually in my own 
community we constructed rather a large hospital and put an addition 
on it, but in that they included a sixth floor only for this thing. That 
has been standing there for 2 years and nothing has been done about it 
because of the factor of cost for the ope ning of this special 2 floors for 
the aged. 

Dr. GarrieLp. But you have no plan for it, vou just have a building. 
A building without a plan operating around it is worthless. We have 

well-organized plan. Now, the only thing we need, and we don’t 
need grants and we don’t need gifts, is financing, and we can pay it 
hack over a period of years. Such a building and such facilities being 
available, you can offer your plan to enough people so that you get 
«nough spread so that a few cents a day takes care of most of the prob 
lems you are concerned about. 

Mr. Sprincer. I am glad to hear that for this reason: I have gone 
into it a little bit with this hospital on a rather closed private conver 
sation basis to find out why this is done. We are rather a prosperous 
community and this is not one where you have a great many peop rie 
who could not pay something. The only question involved in it, and 
this is a public hospital, already constructed and in being, is that the 
cost 1s so prohibitive and the personnel are lacking, but nothing has 
been done about it. I was wondering about your plan where you hed 
a public hospital that apparently wouldn’t succeed and you could 
make it succeed on this private plan. It interests me greatly. 

Mr. Kaiser. Yes. It can work. I just recently spent a week at the 
Hawaiian Islands, and I no more than landed than I was asked to go 
on television to raise funds for a hospital that is out of funds. They 
do not even have operating capital. Here I was advocating funds for a 
hospital, which I could have well saved. If you will just adopt this 
plan, it will take care of it. I think it would have solved all of the 
problems. They will solve their problems because that is a premium 
income and a few cents of that premium income takes care of that 
problem. They havea tough time at $40 a day in Los Angeles in keep 
ing those hospitals open. 

Mr. Springer. Would it be proper at the time you have completed 
your study or findings on this to make a report to this committee of 
what your findings are on this question of above 60 years of age, 
because I think a pl: in that is adopted, if it is going to be feasible, is 
going to have to be able to cover that group of people ? 

Dr. GArFieLp. We will be happy to do that. 

Mr. Sprincer. Could we have that included at the time when it is 
finished ? 

The Cuamman. Anything that Mr. Kaiser presents to the com 
mittee, I am perfectly willing to see go into the record because I think 
it is something that the committee should have. 

Mr. Kaiser. You are talking about a purely statistical study ? 

Mr. Sprincer. That is right. J 
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(The matter requested follows:) 
PREPAYMENT OF MEDICAL CARE FOR PERSONS IN THE OLDER AGE GROUPS 


By Arthur Weissman, director of statistical research and information, 
the Kaiser Foundation 


The Kaiser Foundation health plan accepts subscribers on a group-enroll- 
nent basis with no restrictions on age. If the spouse of the group subscriber 
is over the age of 60, he or she must pass a medical review to be accepted as a 
member. Group and individually enrolled members and dependents who be- 
come 60 years of age while they are members of the Kaiser Foundation health 
plan are not canceled and there is no alteration in their subscription charges, 
benenits, or services 

It is significant to note that as membership increases in the Kaiser Founda- 
tion health plan and as other plans of this type are independently developed 
throughout the country, greater numbers of persons enrolled in the middle-age 
groups obtain comprehensive coverage which can be extended into their old 
age. Through this feature of noncancellation of membership at age 60 or at 
any age beyond that, such plans provide coverage to increasing numbers of 
persons in the old-age group 

Individual enrollees, who are over the age of 60 at the time of application 
for membership, are generally not accepted for membership. The plan has 
experimented with coverage on a surcharge basis for individual enrollees who 
are over 60 when they apply for membership. For such members there was a 
surcharge of $83 a month and the upper age limit for acceptance was 70 years 
lata obtained in this experiment are presented later in this report. 


rHE PROBLEM OF HEALTH-INSURANCE COVERAGE FOR PERSONS IN THE UPPER AGE GROUPS 


Persons over the age of 60 are accepted on a group-enrollment basis by most 
health-insurance plans because through group enrollment adverse selection of 
risk is minimized or neutralized. Also, since most groups in group enrollment 
consist of employees (in the same plant, business, industry, or union) the older 
persons enrolled constitute a select group of older persons, i. e., those who are 
still in the labor force 

There is general experience that utilization of hospital and medical services 
is substantially higher for persons in the older age groups than for persons in 
the younger age groups This is illustrated by the data in tables I and II fol 
lowing. It will be observed that both in terms of number of days of hospital 
care and number of physician services, persons over the age of 65 exceed by 
far the utilization experience of persons under the age of 65. 


TABLE I Vumber of physicians’ services per person, all ages and age 65 and over 


Physicians’ services per 
person per year 





fr 

ey of pro Ls oa eee 
All ages 65 and over 
Committee ¢ he ex medical care 928-31 2.4 5.0 
Natior irvey (19 9 2.2 
Eastern th district of Baltimore (1938-43 2.6 3.7 
Health ice plan of Greater New York (1948 4.4 1.7 
Swi iskatchewan) medical care program (194 8 10. ¢ 
ree le 59 ) 1.2, A Report to the President by the President’s Commission on the Health 
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Except for women in the childbearing ages 
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TasBLe II.—Number of hospital admissions and number of days of hospital care 
per 1,000 persons, all ages and age 65 and over 








All ages 65 and over 
Admissions per 1,000 
Committee on the costs of medical care 928-3 5 61 
Eastern health district of Baltimore (1938-43 69 
Saskatchewan hospital ser es (1951 9 4 
General population (1941 15 3 
Permanente Members (1950 104 27 
Days per 1,000 population 
Committes 1 the ¢ 1 care I28 
Eastern healt i Sy % 
ital il x 18 
Gen 195] 212 
Permanente membe 0 2 
Inelu id ( ( t ¢ 
all days for each ca ( th ) 
Sour lable 61, p. 231, vol. 2, A Report to th Y lent by t P lent’s ¢ imission on the H h 


Needs of the Nation January 1953 


One important factor in the high utilization of services in the older age 
groups is the higher prevalence of the chronic diseases among older persons.’ 

As would be expected, persons in the older age groups are underrepresented 
in population groups covered by health-insurance plans. A nationwide survey 
in 1952 revealed that only 26 percent of persons over the age of 65 had some 
form of protection against the cost of hospitalization. 

Age and higher prevalence of the chronic diseases are not the only factors 


: 
involved in the underrepresentation of the older age groups in health-insurance 








plan cover: Employment status and income status are also involved, as indi 
cated in the report of the Commission on Financing of Hospital Care, which is 
quoted from in part below.’ 


‘The proportion of the population in the older age brackets is rising steadily 





and will exceed 9 percent of the total population by 1960. As of June 1952 
the 8.5 percent of the population 65 and over represented approximately 13.2 
million persons. 

Persons in this age group require more days of hospital care than younge 


persons, with the exception of women during childbearing years; yet they are, 


as a rule, less able to pay for hospital care than other adults 


1 > 


‘Less than one-fourth of the aged were employed in June 1952, a time o 
full employment Many employed aged have irregular employment Most o 
the employed aged were men. Only 1 out of 10 aged women had a job. 

“Many millions of the aged are without income from employment Approxi 


mately two-thirds of the 9.1 million aged who are outside the labor force receive 
social insurance or public assistance benefits—with more than half receiving 





various forms of social insurance and 2.6 million receiving old-age assist: 
The likelihood of this retired group improving its economic status by en 
in gainful activity is remote. 

“There is a sharp upward trend in the proportion of the aged receiving social- 
insurance benefits and this trend can be expected to continue. About 7 out of 8 
employed persons are working in jobs which are covered under social-insurance 
programs for old-age and survivors protection. 

“The income and assets of the aged are low when considered from the stand 
point of a modest standard of living. 

“Census Bureau data for 1950 showed that— 

“Of unrelated persons® 65 and over, 90 percent had money incomes of less 
than $2,000 and 40 percent had money incomes of less than $500, 

“‘*One-fourth of all families with money incomes of less than $2,000, and one- 
third of those with money incomes of less than $1,000, were headed by aged per 
sons. The median income in 1950 for all families was $3,319, while for families 
headed by persons age 65 and over it was $1,903.’ 








———_———_—_— 


2? Britten, R. H., Collins, S. D., and Fitzg 
General Findings as to Disease, Accidents, 
Reports, March 15, 1940, p. 459 

*Falk, I. S. and Brewster, A. G Hospitalization Insurance and Hospital Utilization 
Among Aged Persons: March 1952 Survey, Social Security Buletin, vol. 15, No. 11, Decen 
ber 1952. 

*Commission on Financing of Hospital Care. Financing Hospital Care in the United 
States: Recommendations, January 1954, pp. 25-26 

tAn “unrelated” person is one not living with a relative 






rald, J. S. The National Health Survey: Some 
and Impairments in Urban Areas, Public Health 


39087—54—pt. 6——-3 
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“A nationwide survey made by the Social Security Administration indicates 
that about three-fourth of elderly couples and individuals receiving old-age 
and survivors insurance in 1951 had less income than required for the minimum 
budget for urban aged couples established by the Bureau of Labor Statistics. 
Although the aged population of the country is predominantly urban, 21 percent 
live in rural nonfarm areas, and 17! percent on farms. The cost of living is, of 
course, generally higher in urban than in rural areas. 

“The survey found that 26 percent of the aged had some form of prepaid 
protection against the cost of hospitalization as compared with 57 percent of 
the general population. 

“The 9.1 million aged without income from employment have relatively more 
disability and illness than the 4.1 million aged, including aged dependents, who 
receive income from employment. 

“Short-term general hospital utilization, in terms of hospital days per 1,000 
persons, by all the aged is almost 50 percent higher than utilization by the general 
population and 70 percent higher for the 9.1 million aged outside the labor force. 

“An aged unemployed person hospitalized in 1952 in a short-term general 
hospital, for the average length of stay of 25 days at a cost of $18.35 per day, 
the reported national average, would incur a hospital bill of about $450. This 
would represent a half or more of annual income for the 64 percent of the aged 
receiving OASI benefits who have money incomes of less than $900.” 


EXPERIENCE OF PERSONS OVER THE AGE OF 60 ENROLLED ON A SURCHARGE BASIS IN 
THE KAISER FOUNDATION HEALTH PLAN 


An analysis has been made of the utilization experience during the year ending 
March 1953 of persons over the age of 60 who were individually enrolled in the 
Kaiser Foundation health plan on a surcharge basis. 

Data for these persons show a hospital utilization rate of 1.2 days of hospitali 
zation per person per year. This rate is more than double the rate (0.56 days 
per person per year) for the total Kaiser Foundation health plan membership 
in the northern California area based on experience during the 6 months’ period 
ending June 50, 1953. 

In other words, to provide car for this group of persons over the age of 60 
would require more than twice the number of hospital beds needed to take care 
of the same number of persons in the general health plan membership. 

This differential in hospital utilization is greater than the differential in utiliza- 
tion between the general health plan membership and regular (not surcharge) 
members over the age of 60. In data obtained for the year ending April 30, 1950, 
group members over the age 60 and group and individual enrollees who continued 
their membership beyond the age of 60 had a hospital utilization rate only 1% 
times that of the general membership (i. e., 1,040 days per member per year in 
contrast to 685 days per member per year).’ 

Utilization rates for outpatient services is also significantly higher among 
these surcharge members over the age of 60 than among the general Kaiser 
Foundation health plan membership, as shown below. 


Ontpatient services per person per year 


Visits to Laboratory | X-ray exam- 

physicians tests | inations 
Surcharge members over age of 60 4.9 Me 0.7 
General health plan membership 3.1 .8 3 


1A. Weissman, Morbidity Study of the Permanente Health Plan Population, Permanente Foundation 
Medical Bulletin, vol. IX, No. 1, January 1951. 


It is to be noted that these surcharge members over the age of 60 are not 
representative of the general population of persons in this age group, since the 
surcharge members (1) must be able to afford the subscription charges and sur- 
charge; (2) must pass a medical review; and (3) are limited to persons under 
70 years of age. Although these factors make for a relatively favorable selection 
of risk within the age group of 60 and over, as indicated above, utilization of 


®Days of hospital care per year for persons 65 years and over is estimated at 165 per 
1,000 persons as compared to 112 days per 1,000 persons for the general population. 
See table II above 
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services is still substantially higher for this group than for the total health plan 
membership. 

This experience with individual enrollment for persons over the age of 60 sup 
ports the need for special surcharges for these persons. However, problems arise 
in providing coverage on a special surcharge individual enrollment basis. It is 
difficult for the surcharge members to understand why they are singled out on 
the basis of age for higher charges. This is particularly true of those persons who 
have low utilization experience, and to attempt to relate surcharges to individual 
experience ratings is not administratively feasible. 

-repayment of hospital and medical services for persons in the age group 60 
and over can meet to a significant extent the needs of this age group for hospital 
and medical coverage under the following conditions: 

1. Persens in this age group now eligible for membership on a group basis can 
now join a wide variety of plans which do not have age restrictions on group 
enrollment. As membership increases in plans (such as the Kaiser Foundation 
health plan) which provide coverage without cancellation for reasons of age, and 
as similar plans are developed in all parts of the country, greater and greater 
numbers of middle-aged persons enrolled on a group basis will be entitled to con 
tinued coverage as they advance into the older age groups. 

It should be pointed out that future increases in the percentages of aged 
persons covered by prepayment plans will present increasing financial burdens 
on these plans unless compensating savings in medical care costs can be realized 
through economies based on extension of preventive services, elimination of un 
necessary hospital care, extension of outpatient services, elimination of duplica 
tion of facilities and services, more efficient design of hospitals, the availability 
of increased number of beds in lower cost facilities (e. g., chronic disease hos 
pitals and nursing, convalescent and rest homes). Some of these savings are now 
being realized by group practice prepayment plans affiliated with hospital and 
medical centers. More can be and will be accomplished in this field if long-term 
financing of facilities, contemplated in H. R .7700, is made available. 

2. For many persons in this age group who cannot join on a group basis at 
present, methods of extending group enrollment and new methods of group 
enrollment need to be developed. For example, the Kaiser Foundation health 
plan can envision extending its group enrollment to cover parents as eligible 
dependents of group subscribers if long-term financing were available for the 
Kaiser Foundation hospitals—the type of financing provided for under H. R 
7700. Similarly, coverage could be provided for retired persons through groups 
with which these persons were affiliated prior to retirement. 

The use of old-age and survivors insurance funds to purchase prepaid health 
services for OASI beneficiaries as a group could constitute another form of group 
enrollment which would increase significantly the coverage of persons in this 
age group. 

3. For those persons in this age group who cannot enroll on a group basis, 
but who can afford to prepay at a higher rate for their hospital and medical 
services, further experimentation should be carried on to devise improved and 
more equitable methods of financing their prepaid care. 

4. Recent commissions of nationwide scope (the President’s Commission 
on the Health Needs of the Nation, and the Commission on the Financing of 
Hospital Care) have recommended that tax fund be used for the purchase of 
prepaid health services for the indigent and medically indigent aged* through 
arrangements with voluntary health insurance plans. If these recommenda 
tions are adopted, high quality care should be obtained as economically as pos 
sible. To this end, every encouragement should be given to arrangements under 
which comprehensive hospital, medical, and allied services are provided on a 
group practice basis so that the full advantages of the New Economics of Medical 
Care (described by Mr. Henry J. Kaiser in his statement before the House Com 
mittee on Interstate and Foreign Commerce on January 11, 1954) can be real- 
ized with consequent savings of tax funds. The most effective way to stimulate 
the development and extension of group practice prepayment plans is to make 
long-term financing of facilities available through legislation, such as the 
Wolverton bill, H. R. 7700. In this connection, it should be noted that utiliza 
tion of hospital services in populations covered by group practice prepayment 
health service plans is substantially lower than utilization in other population 
groups, as shown in table ITI. 


*“The vast majority of the unemployed aged and permanently disabled are unable to 
purchase prepaid hospital care from their incomes. Persons who enter this group tend ti 
remain dependent on tax funds for payment of their hospital care throughout life.” Con 
mission on Financing Cost of Hospital Care. Financing Hospital Care in the United States 
Recommendations, pp. 31, 32. 
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TABLE II].—Utilization of hospitals—Summary of selected surveys and 
prepayment plans’? 


Hospital utilization 2 
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Dr. GarFreLD, May I clarify something I told Mr. Heselton. I 
have a note here which says it might not be clear. 

You asked, I think, about the rates of Blue Cross compared to our 
plan. 

Mr. O’Hara. I think that I asked that question. 

Dr. GarFieLD. I told you they were approximately the same. I 
didn’t tell you, or maybe I did not make it clear, that the difference 
in coverage is great between Blue Cross and the plan that we have in 
that our plan offers a great deal more. 

Mr. O'Hara. You have more coverage under your plan, you mean ? 

Dr. GARFIELD. Yes. 

Mr. Katser. It has been estimated that we give substantially more 
coverage. 

Dr. GarrteLD, That is not to depreciate the job Blue Cross is doing, 
they are doing a wonderful job, but this plan has that much more 
capacity. 

The CuatrMan, Mr. Harris, did you have a question ¢ 

Mr. Harris. Mr. Kaiser, I too have been very much interested 
your presentation this morning and I would like to join with the 
Chairman, Mr. Carlyle and others in complimenting you and your 
associates on the fine job you are doing. I do not believe I under- 
stood the answer you gave to Mr. Springer as to whether or not you 
have an age limitation for individual contracts under your plan 4 

Dr. GarFieLp. We have no age limitation on groups of people join 
ing our plan. 

Mr. Harris. Suppose an individual came in? 

Dr. Garrrevp. If you join the plan as an individual, we have a limi- 
tation of 60, over which you still can join the plan but you would have 
to have an examination pr ior to permission to join. 

Mr. Harris. You have to have an exXamiantion at the time you 
applied ? 

Dr. GARFIELD. That is right. 

Mr. Harris. What do you mean by groups, and what group are you 
speaking of ¢ 

Dr. (ZARFIELD. Well, a group of 2 or more people to join our plan, 
join it without any age restriction at all. 

Mr. Harris. Do they have to be grouped together or employed 
some profession or some industry or working together or can you just 
pick up a group here and come together and say we want to join? 

Dr. GarFieLp. They have to be a bona fide group working together 
some occupation, suc h as university professors or taxicab drivers. 

Mr. Harris. They have to be associated in one type of emp loyment ¢ 

Dr. Garrietp. That is right. We have taken some groups composed 
of church people and things like that, at certain times. 

Mr. Harris. When you take in an individual or a group, then you 
can take them individually or you can include their families, is that 
right ? 

Dr. GarrteLp. That is right. 

Mr. Harris. Are there certain types of diseases excluded from cov- 
erage under your plan? 

Dr. Garrretp. Yes, there are. Tuberculosis and insanity are ex- 
cluded. They are included up to the point of diagnosis and we assist 
in getting them-into the hands of public agencies that care for those 
two conditions. 
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Mr. Harris. If an individual is a member of your plan, healthy and 
there is no indication of any disease which might exclude him, but 
while a member unfortunately develops this disease, do you take care 
of him or is he then excluded ? 

Dr. GarrreLp. We take care of him up to the point of diagnosis in 
cases of tuberculosis and ‘insanity. In those two, we take care of him 
up to the point of diagnosis and assist in getting them placed in public 
instituticns. The reason for that is the fact that they require a special 
type of facility and our problem has always been in getting facilities. 
That is not because it would be so costly in a particular group, Lam sure 
that the premium could be adjusted for that. 

Mr. Harris. In other words, your hospitals do not include facilities 
for this type of disease ? 

Dr. GarFieLtp. That is right. 

Mr. Harris. Now, may I ask how many hospitals you have in the 
Kaiser Foundation ? 

Mr. Kaiser. Twelve hospitals. 

Mr. Harris. How many of these hospitals include the second basic 
principle of your program ? 

Dr. Garrretp. In group practice, you mean ? 

Mr. Harris. Yes. 

Dr. Garrretp. All of them are associated with group practice plans. 

Mr. Harris. All 12 of these hospitals then in southern California 
and in the Los Angeles district, in Oregon and in the Washington 
district ? 

Dr. Garrteip, Yes, and they also are open to physicians in the are: 
who are practicing in the usual solo method of private practice. 

Mr. Harris. I understood that. I also assumed to the extent that 
your facilities were available. 

Dr. GarrreLp. Not necessarily that. 

Mr. Harris. Your group practice doctors would have a preference 
to the hospital, would they not? 

Dr. GarrireLp. No. We pretty much take the patients as they come. 

Mr. Harris. If I am a member and I have some serious illness and 
your hospital is full, you do not give me preference ? 

Dr. Garrrecp. Actually, what happens is that we have sufficient 
beds in each area so we usually, or we always, can accommodate the 
patients who need it and we keep ahead of our demand with facilities. 

Mr. Katsrr. What we do is close the membership if short of beds, 
and in several cases we have been compelled to. In San Francisco, 
Oakland, and Los Angeles, we have closed the membership. 

Mr. Harris. You closed the membership in order that a certain 
percentage of your facilities could be available to outside people? 

Mr. Karser. Also until such time as we could build new facilities 
so we could open it again. 

Mr. Harris. It seems to me like the heart of your program is in 
your basic policy of group practice. Have you had any difficulty in 
getting doctors to join together in coopel rating with this program 
That seems to me to be really the heart of it. 

Dr. GarrreLp. So far, we have been able to get all of the physicians 
they need. Occasionally, there is a shortage in some particular 
specialty but at the present time they appear to be able to get all of the 
physicians they need. 
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Mr. Harris. Now, this may be something that you are not in a posi- 
tion to answer, but take 2 doctors, 1 a member of a group of doctors, 
in group pri actice, in the same area or community, and the other doc- 
tor who is not a part of a group practice. Which usually has the 
highest income ¢ 

Dr. GarrtEtp. In all of the areas where we have groups, the 
comes of the groups compare very favorably with the incomes of the 
physicians in private practice. The average is higher. That is, the 
average income of our groups are higher than the average income of 
the private doctors, the solo doctors. 

Mr. Harris. Have the doctors’ organizations been making a study 
of your plan, such as the AMA ¢ 

Mr. Katser. I would say so. 

Mr. Harris. Do you know what their attitude toward your program 
might be? 

Mr. Kaiser. Their attitude toward our program, you mean? 

Dr. GarrreLD. We have some very good friends in the AMA who 
believe in what we are doing, and there are quite a few people who 
do not believe in it and have no interest in even finding out what it is 
about. 

Mr. Kaiser. Many of them do not know about it; those that con- 
demn us. 

Mr. Harris. I can appreciate that, but I was wondering what the 
general attitude of doctors might be who have taken upon themselves 
the trouble to investigate and find out actually what it is. 

Mr. Kaiser. The general attitude of doctors who have taken it 
upon themselves to investigate what it is are strong supporters of 
ours individually. The attitude of small groups who have taken it 
upon themselves to create opposition to anything that is not solo 
doctor practice is one of great objection. 

Mr. Harris. The reason why I was asking these specific questions 
on the attitude of the doctors toward group practice is that you seem 
to feel, and I agree with you, that what we might be able to do as a 
Congress is to provide facilities, loan facilities, guarantees and so 
forth, for the hospital. It seems to me that although that is im- 
portant in order for any such plan to work, you have to have the co- 
operation of doctors who are going to practice. 

Mr. Kartser. I can answer that by saying that any doctors or group 
of doctors in the AMA that I have talked to and have indicated to 
that we could provide a hospital and financing, have been over- 
whelmingly in Paver of being glad to have that opportunity. 

Dr. Garrretp. Oh, yes, that is true. 

Mr. Kaiser. I would not be advocating this plan if I did not be- 
lieve that doctors would accept it. I asked that very question of the 
doctors here and they think that immediately there would be : 
scramble for doctors to do this very thing if this opportunity for fi- 
nancing were available to them. They can’t be a success in group 
practice without a hospital. 

Dr. Garrrevp. It is more than a hospital; it is really a medical cen- 
ter and you need your clinic and your hospital, and when you combine 
them together you get your tremendous efficiency of operations. 

Mr. Harris. How many doctors do you have, for instance, in your 
hospital in San Francisco? How many doctors are in that group? 
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Dr. Garrietp. San Francisco at the present time has about 60 doe- 
tors and when the building is completed and opened up, it will grow 
probably to about 120 doctors. 

Mr. Harris. Do you have someone who is chairman of the group, 
a committee that assigns doctors to particular practice / 

Dr. Garrretp. Well, the medical partnership has appointed their 
own chief and crew to operate that and has selected men for it. You 
see, they handle that, and the physicians handle that very well. 

Mr. Kaiser. This would be interesting to you, and I think prob- 
ably will answer your question. The turnover in the doctors is com- 
paratively small. 

Dr. GarrieLp. We have only had one partner leave the organiza- 
tion. 

Mr. Kaiser. They really become great advocates of it. 

Mr. Harris. That is very interesting. Thank you very much. 

Mr. Kaiser. We lose a few, don’t misunderstand me. 

Mr. Hesevron. Do these doctors in these groups devote their full 
time - it or do they have a private practice ? 

Dr. Garrretp. They have some private practice and it is relatively 
small, oe the way they set up their affairs is that their private in- 
come goes into their group as well. They are a partnership. 

Mr. Kartser. I will tell you what is awfully interesting to the doe- 
tors. What is interesting to the doctors is not only that they have 
the facilities and the tools and the equipment that they would not have 
if they were individually working, but they only work 5 days a week 
and are working only about 714 hours a day. That is something 
unusual for a doctor, isn’t that true? 

Dr. Garrievp. I think it is unusual but it is « result of their work- 
ing together as a team. In other words, they can share in responsibil- 
ities and they can go away weekends and know they are fully covered 
by one of their partners ‘and the *y don’t have to be on the telephone 
every hour of the day as they do in private practice. For instance, the 
obstetricians and there are 10 in Oakland. One sleeps at the hospital 
every night and the others can have a reasonable amount of rest. 
Working that way gives them a much better job plus the stimulation 
of working together as a group. There is ease of consultation among 
patients and so forth. 

The Cuareman. Mr. Hinshaw? Before he starts his questions, how- 
ever, I would like to say it has become a characteristic for California 
to present outstanding new and progressive ideas to us. Mr. Hinshaw 
and Mr. Younger are both from California and both members of 
this committee and they have time and again brought that to the at- 
tention of the committee in one way or another. That has been added 
to by the testimony that has been given by Dr. Garfield and his as- 
sociates this morning. So that when you come to us with what seems 
to be a very fine and progressive program, it is not surprising coming 
to us from California. 

Mr. Hrnsuaw. We accept your a Mr. Chairman, as our 
just due. I would like to ask a question of one of the gentlemen 
testifying. It seems to me that you said that the cost of financing, 
that is the principal and interest charges, and the repayment:charges, 
amounted to something less than 5 percent of the total income, and I 
guess that is of the total income of the group. I think that the main- 
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tenance charges and replacement charges are something like 1.7 per- 
cent: is that correct / 

Mr. Kaiser. Yes. 

Mr. Hinsuaw. That is a total of something in the neighborhood of 
6 percent that has to do with the property itself, that is 6 percent of 
the 2TOSS income of the group. Is that correct / 

Mr. Kaiser. Well, it is about 1.1 that is additions to facilities. 

Mr. Hinsuaw. What is the total of that ? 

Mr. Kaiser. Do you want to add the maintenance to that? 

Mr. Hinsuaw. Yes. 

Mr. Kaiser. That is 9.6 percent. 

Mr. Hinsn AW. It does not seem to be avery high percentage of the 
total, but rather a small percentage. I presume if any group of doc 
tors got together in sufficiently large numbers to unde rtake such an 
undertaking and chip in 10 percent of their fee, they could support 
such an institution. 

Now, I believe that you said that 40 percent of the total income went 
to the doctors as a group; is that right? 

Mr. Katser. That is right. 

Mr. Hinsnaw. I would be interested to know, and I presume that 
the physicians would be more interested to know, how that divides up, 
as per doctor or junior or per partner ? 

Dr. GarriELtp. I know one of our operations fairly intimately in 
the Bay area and the partners are earning, that is their top income, 
approximately $35,000 a year and those who have not been with the 
group so long go down to about $20,000 a year. That is net income, 
after all of their expenses. 

Mr. Hinsnaw. That includes the private practice or excludes the 
private practice ¢ 

Dr. Garrietp. Their private practice income goes into the partner- 
ship and is included in that. It is a very small percent. Most of 
their work is with health plans. 

Mr. Hinsuaw. I take it then from your statement that they par 
ticipate on a basis of length of service; is that correct ? 

Dr. GarrieLp. Well, the partnership share of the surplus is an 
even share with the senior partners and they will all get an even 
share of surplus but their withdrawals or their drawing accounts 
vary with the number of years they have been in service or their par- 
aeihin ‘alue to the medical group. Some may be more outstanding 
than are and are given a higher drawing account than others 
might vet by the medical group. 

Mr. Hinsuaw. That is an interesting way of establishing remuner- 
ation, 

Dr. Garrietp. They have a fairly ideal partnership and it was 
worked out very care fully. It has eliminated most of the problems 
that have resulted in poor relations in the partnerships. 

Mr. Hinsuaw. Now, in the nursing statf, do I understand that the 
nurses are on a salary basis or a per diem basis? 

Dr. GarrieLp. They are on a salary basis. The nurses in California 
are all salaried people except for special nurses. 

Mr. Hinsuaw. That is, nurses you get for special services or 
special occasions ? 

Dr. Garrieip. Occasionally, you will have a patient who requires 
that a nurse be standing at his side all of the time. We call that 
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special nursing in California. The other nurses are called general 
duty nurses and they can spread their care over anywhere from 2 to 
8 patients. 

Mr. Hinsuaw. Does such a nurse work 5 days a week ? 

Dr. GArrieLp. Five days a week? Yes, sir. 

Mr. Hinsuaw. Eight hours a day ? 

Dr. Garrrevp. Eight hours a day in California, yes. 

Mr. Hinsuaw. And what is the salary they pay there? 

Dr. Garrietp. The basic income is $275 a month. 

Mr. Hinsuaw. You ony the basic salary. Is there an increment on 
top of that $275 a month? 

Dr. Garrtetp, If they should work overtime, they get an increment 
or if they are asked to work on the evening shift or the night shift, 
they get $15 extra. They also have tenure increments and they go 
up, I think, something like $5 every 6 months. The nurses who are 
in surgery and delivery rooms are considered to have special skills 
and they get an extra $15 or $20 a month. 

Mr. Hinsuaw. If a patient comes to you for hospitalization from 
outside the group, what charge do you make? 

Dr. Garrietp. We make the usual hospital charges in the area and 
it varies between areas. 

Mr. Hinsuaw. It has no relationship to the cost of operation, I 
take it? 

Dr. GarrreLp. We usually match the existing area charges. 

Mr. Hrinsuaw. $40 a day in Los Angeles? 

Dr. Garrietp. No, in Los Angeles we did not go that far. As a 
matter of fact, we matched Los Angeles with our Oakland charges. 
In most areas, we tend to meet the going rates rather than to get into 
any difficulties of underpricing our services compared with other hos- 
pitals, which is usually resented. 

Mr. Hinsuaw. Now, you said in Oakland you had had to limit the 
group and shut down the increase in membership. What total popu- 
lation is served by how many doctors ? 

Dr. GarrievD. I really don’t know what our ratio is now, do you? 

Mr. Weissman. Well, I think in the Oakland population, it is be- 
tween 10 and 15 percent who are members of our plan. 

Mr. Hrinsuaw. That doesn’t quite answer the question. I was ask- 
ing a more specific number of population per doctor. 

Mr. Weissman. The number of doctors we have per population 
varies within the areas. In some it is 1 doctor per 1,000 and it can 
go up to 1 doctor per 1,200 or 1 doctor per 1,300. 

Mr. Hinsuaw. That is membership population { 

Mr. Weissman. That is right. 

Mr. Hinsuaw. Does that include families ? 

Mr. Weissman. That is right. 

Mr. Hrnsuaw. And does it include members of families? 

Mr. Weissman. That is right. 

Mr. Hinsuaw. Twelve hundred total persons ? 

Mr. Weissman. That is right. 

Mr. Hinsuaw. For that, how many rooms of hospitalization do you 
have? 

Mr. Weissman. That is for 1,200 people. Let me put it this way: 
For every 1,000 persons, we need approximately 2 Eade per year. 
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Mr. Hinsuaw. What do you figure is the cost per bed for construc 
tion purposes ¢ 

Dr. Garrretp. Our new construction has been running about 
$15,000 per bed, fully equipped. 

Mr. Hinsuaw. That includes the percentage, I take it, of the ex 
pense for operating rooms and so on, is that correct? That is just 
total, the total number of beds in the hospital plus all facilities and 
then divided into the total number of beds ¢ 

Dr. Garrietp. That is right. For example, the Los Angeles Hos- 
pital has 210 beds and the cost is $3,100,000. In San Francisco, it 
was $3 million and it has 215 beds. There is a fairly large outpatient 
clinic there. 

Mr. Hinsnaw. Is the outpatient work all conducted from the same 
place and is that place a part of the hospital in each instance ¢ 

Dr. GarFieLp. No, around each medical center we have a circle of 
service units, outpatient clinics, in most cases. Occasionally we have 
small hospitals around a big central hospital. The ideal method 
would be to have some small hospitals plus a small outpatient hospital 
in a circle around each large center. The reason you would want a 
smaller hospital, if you had the financing available, is that your 
physicians in outlying clinics are stimulated a great deal by having 
a certain number of hospital patients close to them and to get high 
quality care there is a great advantage of getting a smaller hospital 
associated with a smaller clinic. 

In addition to that, the people in a certain community for ordinary 
illness prefer to have service right within their area rather than to 
go 20 miles away to a larger center. 

Mr. Hinshaw. How do you arrange the home calls? 

Dr. GarrieLp, The home calls are arranged in various ways. Where 
we have a large operation as we have in Oakland, the men will rotate 
on house call in certain services. Where we have smaller units, we 
arrange with outside physicians in many instances to provide house 
calls and pay them for the service. 

Mr. Hinsuaw. On your point 4 proposition of preventive medicine, 
I believe it was called, naturally much of that work will take place 
in home calls, will it not ¢ 

Dr. GarrreLp. No, a very small proportion of our work is taken care 
of in home calls. Our preventive services, the majority of them, are 
done right in the outpatient departments that the doctors operate 
themselves. That is the immunization and the physical checkups 
and the multiphasic screenings and all of the things we do to prevent 
illness or in order to seek out illness before it gets serious. We believe 
that is a great item of saving in the operations of the prevention of 
serious illness. As a matter of fact, it is a logical approach to pre- 
ventive medicine and preventing catastrophic illness. 

Mr. Hinsnaw. That is all. 

Mr. Scuencx. I wanted to ask you this question: 

If you were a member of one group, does that give you automatic 
service in the other groups or are you entitled only to that one group 
hospital ¢ 

Dr. Garrtevp. In all of our places, they have interchange of service 
and you can go in to any one of the medical groups up and down the 
coast and get service under our plan. 
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Mr. Scuenck. That meets in a measure at least the Blue-Cross plan 
which is supposed to be flexible because it reaches a number of 
hospitals. 

Dr. GarrieLp. Yes, to the extent that wherever we have a service, 
our members can secure care. It meets the Blue Cross. However, they 
have a much more widespread service than we have in the three West- 
ern States. In addition to that, our plan provides at the present time 
for $250 toward an accident oce : ring outside of any area we service. 
There are some benefits outside of areas where we do not have service. 

Mr. Scuenck. That isall. Thank you very much. 

Mr. Hare. I just wanted to ask one question. Where a man has 
a minor illness which does not require hospits alization, does this fall 
within the plan just the same as anything else? 

Dr. Garrretp, What was the last statement? I didn’t quite get it. 

Mr. Hate. If a man has a minor illness which does not require hos- 
pitalization, he comes within the plan just the same; does he not? 

Dr. Garrtetp. Yes. That is where you get your preventive medi- 
cine coming into the picture. You get his minor illness before he 
really gets sick and you avoid the expense of care in the hospital. 
We cover the patient from the first time he enters the doctor’s office. 
He is taken care of. There are no barriers to that. A lot of plans 
operate by throwing up barriers between your patient and your doc- 
tor so as to save the initial expense and we operate in quite the 
opposite way. We want the patient to come to the doctor early and 
avoid serious illness. 

Mr. Youncer. I just want to express personal pride in having Mr. 
Kaiser here from California. I would like to ask two questions. 
One is the relationship with the California physicians = surgeons 
own plan. Do they operate at all in your hospitals in spare fac ilities? 

Dr. Garrretp. Our physicians are members of the California Physi- 
cians Plan and if a patient comes in and wants service who belongs 
to the California Physicians Service, he can get service from our 
doctors as well as the members of our plan can. 

Mr. Youncer. Then, you are reimbursed from the California Physi- 
cians Service fund ? 

Dr. Garrietp. That is right. From the standpoint of hospitaliza- 
tion, Blue Cross patients come to our hospitals for care with their own 
private doctors, or use our doctors, and Blue Cross pays the fee to the 
hospital, or the California Physicians Service would if it was one of 
their cases. 

Mr. Youncer. Now, you employ the new physicians, surgeons, and 
they are there. I mean your partnership employs them. They are 
on a salary basis for 2 years or more before they become junior part- 
ners. What is the starting salary, or average starting salary for a 
physician ¢ 

Dr. Garrrecp. It varies, of course, with the ability of the man, 
whether he is a youngster out of school, or a well-trained specialist. 
The average starting today is somewhere around $900 or $1,000 a 
month for the ordinary well-trained physician. For specialists it can 
go up to $1,200 or $1,500 for a starting income, per month. 

Mr. Youncer. What for a new man coming out of medical school ? 

Dr. GarFIELD. It is in the vicinity of $900 a month. 

Mr. Youncer. That is all. 
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Mr. Peiiy. Mr. Kaiser, how do you decide where you are gomg to 
encourage one of these programs? In other words, if you have a plan 
in a certain city, do vou have any definite basis of starting a hospital 
and medical program there ¢ 

Mr. Kaiser. No, I would say the pressure from every angle some 
times has an effect, and also the pressure of hoping that we can take 
care of our own people wherever we would be located. That would 
have a pressure on us. 

Mr. Petty. You don’t have one in Spokane where you have a very 
large operation é 

Mr. Kaiser. No; we don’t have one there. 

Mr. Petty. Has there been pressure there for one / 

Mr. Kaiser. Yes: there is pressure there. 

Mr. Petty. What is holding you back ¢ 

Mr. Kaiser. Money. This is the very thing we are talking about. 
We could use all kinds of funds. There are many places that we 
should have hospitals and we don’t have them: many places. We have 
requests from all over the country to come in all of the time, where 

ve don’t have any operation. 

Dr. GarrreLp. We wish to point out that we are more interested 1 
the physicians getting together and doing this themselves rather than 
us doing it. 

Mr. Kaiser. Yes; because we are limited even in what we want to 
do. This load would be completely taken off of us, because we make 
some contributions to this, and we have made considerable cash con 
tributions, the Kaiser interests have, so as to expand it more rapidly " 
but we prefer not to do this, and we prefer to see the doctors of the 
country take hold of this because we think this is the answer. 

Mr. Petty. You have the answer for them if they will come to you 
in the way of a plan? 

Mr. Kaiser. They don’t need to come to us; the plan is evident to 
everyone, and it is well-published, and this plan is complete right 
a re, and they don’t ood to come to us. M: any of them could start 

just as we could do more if they could find the finances for it, and 
a banks are not inclined to finance hospitals. Hospitals are an im 
portant part of it. The banks are not inclined to do that. 

Mr. Petty. You do not blame = banks for not wanting to tie up 
their depositors’ money for 40 years, do you? 

Mr. Katser. They will nde it on a Government-insured basis. 
They won't finance it even on a short-term basis: they won't finance 
hospitals. Their experience has been that it is a question of raising 
more money to keep them in operation. That is the experien e. For 
instance, in New York they have SOT thing like a oZzU0 million defi it 
every year in the hospitals, and they have been very anxious to have 
us come there, and we have had endless conversations with the New 
York authorities, ial they have wanted to do some ‘thing like this. 

The CruamrMan. Mr. Kaiser, have you any comment to make on the 
question of the free choice of physicians ? 

Mr. Katser. Much has been said that is ambiguous and might be 
col sidered il smokeser en about SO called closed panels and free { hoi e 
of doctors 

Let’s mention in passing that the proposed plan for the private 
enterprise solution of medical care by the doctors of this count 4 has a 
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maximum of free choice, namely: The people’s free choice of the plan 
and the patient’s free choice of the doctor within the plan. In fact, 1 
appears to have infinitely more free choice than afforded by the usual 
medical pract ices today. 

1. Most of the doctors today are informally practicing on a closed 
panel or group basis. A visit to any one of them which results in re- 
quiring services in another specialty results in referral to one or more 
doctors they recommend, whom they believe in and work with. They 
only lack coming together under one roof to be a formal and recog- 
nized medical group. 

There are, in addition, hundreds of clear-cut definite group-practice 
clinics in this country, including the great university clinics. A free 
choice visit to these clinics is in every way similar to a free-choice visit 
to one of the group-practice clinics in the proposed plan with one ex- 
ception—the exception being that the physicians’ services are paid for 
in advance through a health plan, rather than on a fee-for-service 
basis. 

The paradox is, on the other hand, that medical practice in the old 
familiar fashion definitely and conclusively limits free choice. Nota- 
bly there are millions of people in this country who have no choice be- 
cause they cannot afford the medical and hospital services of their 

choice. 

The majority of hospitals throughout the country have what is in 
effect a “closed panel” of doctors, since only the elected staff can prac- 
tice in those hospitals. 

This was brought out challengingly by a doctor! who is a member 
of the Los Angeles County Medical Assoc ‘lation and in no way con- 
nected with the doctor’s partnership serving our health plan members 
when he recently wrote to the association in its monthly bulletin, as 
follows: 

* * * Are we in our organization free from the closed-panel system? De- 
cidedly not. 

The hospital staffs are based strictly upon closed-panel systems. In order for 
a patient in any hospital to have a free choice of his surgeon, anesthetist, and 
assistant, it would be necessary to completely change our method of organization. 
Also the insurance companies in the compensation industrial field practice closed- 
panel systems with the blessing of our medical association. It is the most com- 
mon thing for a physician treating a compensation case to receive a letter or 
preemptory phone call requesting him to refer the patient with the records to a 
doctor “on our regular staff.” 

As long as the free choice of physician, anesthetist, and assistants are refused 
in our own organization, we are in no position to attack Kaiser Permanente. I 
have discussed this with numerous physicians and they feel the same way. 


The medical association bulletin remained completely silent on its 
member’s question about the closed panel system enforced in hospitals, 
although it did reply that the California workmen’s compensation 
law “does not provide for any free choice of physician, but on the con- 
trary places the duty on the employer (insurance carrier) to provide 
both medical and hospital care.” 

In conclusion, we believe it can be demonstrated that the proposed 
vlan for doctors of this country would be a great advance in free 
choice for the people of this country and the doctors serving them. 


1 Joseph Brill, M. D., writing in November 19, 1953, bulletin of the Los Angeles County 
Medical Association. 
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The CHarmman. Are there any further questions or comments, 
gentlemen ¢ 

Dr. GarrreLp. May I say one more thing: I was asked a lot of 
questions on coverage, and I tried to answer them fairly. Now, we 
have a few types of coverage and we have a comprehensive type, and 
we have another type which is less costly to the subscriber which some 
of them choose. All of those are included in that book that we gave 
each member of the committee. If some of the facts appear to be 
erroneous, you must remember that there are several plans involved, 
and they cover various types of coverage. 

The Cuamman. Well, Dr. Garfield, I want both you and Mr, Kaiser 
to realize that you have the right and freedom to make any explana- 
tion, or changes in your testimony, to make more clear the thought that 
you wished to make, after you have had an opportunity to go over 
your statements. I realize that m: iny questions have been sted today 
that have required you to give snap judgment, and upon reflection you 
may want to add to or ts ake from or in some other w: ay make a more 
full explanation of your answer. Feel free to do that. 

I am also making a part of the record the statement which has been 
presented to the committee by you and it will be made a part of the 
record following the testimony of Mr. Kaiser, the same as if you had 
testified in detail upon it. I have no doubt that many of the questions 
you have answered are dealt with in your statement but in order that 
there may be a complete statement of your vie wpoint, the statement 
which I have in my hand will be made a part of the record. 

(The statement referred to follows:) 


KAISER FOUNDATION HEALTH PLAN—STATEMENT CONCERNING PROTECTION AGAINST 
CATASTROPHIC DISEASES 


With the tremendous growth of voluntary health insurance and medical care 
plans in this country during the past 15 years, it is most appropriate for your 
committee to obtain information regarding the role of such plans in the control of 
the catastrophic diseases and in the protection of the people against economic 
losses resulting from these diseases and associated prolonged illness. 

The Kaiser Foundation Health Plan, currently serving approximately 400,000 
members on the west coast, welcomes the opportunity to discuss its activities 
in this field. 


MEDICAL CARE PRINCIPLES IN KAISER FOUNDATION PLAN 


The Kaiser Foundation Health Plan is a medical service prepayment plan. 
Affiliated with the health plan are a number of separate medical groups com- 
prising physicians working on a group practice basis, the Kaiser Foundation 
hospitals, two centers for physical medicine and rehabilitation, and the Kaiser 
Foundation itself. The organizational team is guided by the following medical 
care principles: 

1. Comprehensive medical care services of high quality must be provided at 
reasonable costs. This is accomplished when services are provided on a group 
practice voluntary prepayment basis in medical centers and hospitals affiliated 
with a medical service plan. 

2, A high value must be placed on keeping people well. A healthy person is an 
asset to all concerned; a sick person is a liability. When medical care services 
are purchased on a periodic prepayment basis and the prepaid funds go directly 
to the hospitals and doctors, it is good medical care practice, as well as good 
business, to focus attention on prevention of disease 

3. Medical care arrangements must be so designed that, in the event of illness, 
the patients are encouraged to obtain early diagnosis and treatment. Again, it 
is good medical care practice, as well as good business, to provide treatment 
early in an illness and return the patient ot health as rapidly as possible. Early 
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detection of disease, in fact, detection before the patient is aware of symptoms, 
when coupled with prompt treatment is the next best thing to disease prevention. 

4. The organizational team must be willing and prepared to experiment with 
new facilities, new procedures, new forms of medical care coverage, and new 
arrangements to the end that better medical care services and more colipre- 





hensive services are made available to more people within the limits of reasonable 
costs 
5. Doctors and other personnel who provide the services must be adequately 


compensated : 








id their working conditions must be good Kconomy in the 
medical care program must not take the form of inadequate compensation for 
physicians and other personnel, and there must be assurances of high quality 


care There is no need for false economy In contrast to traditional fee-for- 
service solo medical practice with its high costs, medical care costs are relatively 
low when services are provided on a group practice basis in well-planned facili- 
ties with optimum use of auxiliary personnel, common equipment and facilities; 
when duplication of overhead eXpenses, personnel, equipment, and facilities 
are avoided; and when medical attention is focused on disease prevention, early 
detection, and prompt treatment 

It must be evident that these principles just outlined apply not only to general 
medical care, but also apply very specifically to medical care for catastrophie 


1Liness 
THE CONTROL OF CATASTROPHIC DISEASES 


Essential elements in the control of catastrophic diseases are these 
1. Prevention of the onset of disease It is recognized that scientific knowl- 
edge is as yet limited regarding the causes of many of the catastrophic diseases. 


Where we cannot prevent the onset of these diseases, our att 


» ; 


” Karly detection and prompt treatment Through 


ack must focus on— 
rly detection and 
prompt treatment, we can postpone death and reduce or eliminate disability in 
many cases of heart disease, cancer, and other catastrophic diseases. Where 








damage has resulted in certain of these diseases, our attack must go beyond the 
acute phases of treatment and must focus on 

3. Rehabilitation —Through the use of relatively new rehabilitation techniques 
and methods, many severely disabled persons can achieve a surprising degree 
of recovery Although their diseases may not be cured, more and more disabled 
persons can be rehabilitated to useful, productive living 
For this triple-pronged attack aimed at the control of the catastrophic dis 


‘ 
edical service plans should be the elimination of finan- 


eases, one basic goal of 1 
cial barriers to the receipt of necessary services for prevention, early detection, 
prompt treatment including rehabilitation 





The Kaiser Foundation Health Plan and its affiliated organizations and facili- 
intensively concerned with catastrophic disease control and with the 
development of n 





re comprehensive protection against economic losses resulting 





rom these diseases. What we are doing and what we would like to do in this 


field will now be outlined 
The principles outlined earlier are not vague, complicated, impractical, or un 
realistic. These principles are clear, simple, and eminently practical. They bear 
peatin e., comprehensive medical care provided at reasonable costs on @ 
voluntary prepayment basis by doctors in group practice working in medical 
centers and hospitals affiliated with the health plan and with prepaid funds going 
directly to doctors and hospitals: total program emphasis on preventive services 
and services for early detection and prompt treatment of illness; adequate com- 
pensation for doctors and auxiliary personnel; and t \ 
to study new developments and ideas aimed at better and more comprehensive 
medical care services for the people. 


he ever present willingness 


PREVENTIVE SERVICES IN KAIS OUNDATION PLAN 


To understand how these principles are put into practice, let us start with 
preventive services and services for the early detection of disease 

From the inception of the health plan, periodic physical examinations and other 
preventive services in all fields of medicine have been basic services available to 
These preventive se 


ie medical profession, 








health plan meml 
many years 





ices have been recommended for 
insurance companies, and the volun- 
tary health agencies. There has been a ready acceptance by the public of these 
preventive services, particularly in the care of mothers and children. However, 
with respect to periodic physical examinations of the traditional type, there is 
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general experience that relatively few people take such examinations. Even 
when relatively comprehensive traditional type physical examinations are pro 
vided under a health plan at no extra cost, relatively few members avail them 
selves of them. 

The Kaiser Foundation health plan and the affiliated medical groups could 
have been satisfied with their program of periodic physical examinations. By 
making these examinations available to members and enccuraging them to use 
this service, the health plan was in the company of a few prepayment plans 
in the country providing this service. However, the Kaiser Foundation health 
plan and the doctors were not satisfied They were on the lookout for a more 


effective program of periodic physical examinations 


EARLY DETECTION OF CATASTROPHI DISEASES IN KAISER FOUNDATION 
HEALTH PLAN POPULATION 


In December 1949 a promising development was reported in the journal of the 
California Medical Association (California Medicine) In San Jose, Calif 
demonstration had been conducted of multiple Inass screening procedures \ 


battery of tests (designed to detect tuberculosis, syphilis, diabetes, certain forms 
of heart disease and nephritis) was given to $45 industrial employees and among 
these persons “13 cases of significant disease previously unknown to the patie 
were discovered 

Although doctors in the medical groups affiliated with the Kaiser Foundation 
health plan were aware of the potentialities of multiphasic screening procedures 
for early detection of disease, they were also aware of many technical and pro 
cedural problems which had to be solved before multiphasic screening could be 
incorporated into the medical care program. Some of these problems were solved 
with the application of multiphasic procedures in a number of public health cass 
finding programs. 

However, in 1951, with multiphasic screening procedures still untried in med 
cal care prepayment plans, the Kaiser Foundation health plan and a larger labo 
union whose members are covered by the health plan, decided to organize a 
multiphasic screening program on an experimental basis. This was done with 
the cooperation of several public and private agencies. Dr. Lester Breslow, w 
nitiated the San Jose demonstration, participated in the planning and condu 
of the experimental program. Approximately 4,000 workers took the following 
battery of screening tests: chest X-ray, electrocardiogram, blood pressure, sero 
logic test for syphilis, hemoglobin, blood sugar, urine sugar, urine albumin, 
height and weight, vision, hearing, and a medical history. 

Among the approximately 4,000 men tested, 1087 cases of newly discovered 
disease were detected, including 6 cases of active or possibly active pulmonary 


tuberculosis, 1 lung and 2 esophageal cancers, 28 cases of syphilis, 46 cases of 






diabetes, 6 cases of nephritis, and 339 cases of cardiovascular disease The 


results of this experiment are described in detail in the December 1952 issue of 
the American Journal of Public Health In brief, it demonstrated the high 


yield of previously unknown disease and disorders; the value of having ¢ 








prehensive prepaid medical care services readily available for definitive di: 


nosis and treatment of diseases and conditions discovered by the screenin 


tests the high level of acceptance of the progran v the participants; and the 
feasibility of incorporating muiltiphasic screening procedures in a_ prepaid 


medical service plan 

As a direct and immediate result of this experiment, the Kaiser Foundation 
health plan has provided multiphasic screening associated with physician 
isits for health plan members who seek a periodic health checkup. Most of 
the tests mentioned above are included in the multiphasic screening 


for health plan members In addition, special cancer detection tests for Ol 


procedure S 


en (e. g. cytologic test for uterine cancer( and for men (sigmoidoscopy for car 
cer of the rectum) are available \fter the tests have been taken and pro 
essed, the health plan member reports to his doctor in the medical group for 
clinical group for clinical examination to supplement the laboratory and X-ray 
findings; for evaluation of all the findings, and for the starting of treatment 
when necessary 


Multiphasic screening as a most effective technique for early case finding for 


many of the catastrophic diseases. This is the basic reason for its attractive 
ness for medical service plans. From the standpoint of the doctor, multiphas 
screening furnishes him with key information on which to base his evalua 


39087—54— pt. 6——4 
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of the health status of persons who seek periodic health checkups. Also, from 
the standpoint of the doctor and the medical service plan, only a minimum 
amount of time on the part of the physician is required in the laboratory and 
X-ray phases of the work, since the administration and processing of the screen- 
ing tests are done by technicians and auxiliary personnel. The physician’s role 
in the screening procedure is that of interpreting the findings and integrating 
the test results with the direct physical examination by the physician. 

Multiphasic screening has great appeal to the health plan members—with 
a minimum amount of time, effort, and at very small extra cost (significantly 
less than $5), they can have a comprehensive examination which would cost 
them approximately $50 to $100 at private patient rates. Some of the im- 
portant advantages to the medical service plan have already been outlined. 
In addition, through organization and scheduling of the screening tests, through 
the effective use of technicians and auxiliary personnel, and through the use 
of existing laboratory and X-ray facilities during normally off-duty hours, it is 
possible to provide these services at a small fraction of what it would cost on 
a solo practice fee-for-service basis. 

Analyses are being made of the multiphasic screening findings among health 
plan members in terms of the number of cases of previously unknown illnesses 
discovered and brought under treatment. These findings will be reported in 
medical journals at an early date. 

The development of multiphasic screening as an integral part of Kaiser 
Foundation health plan services illustrates our concern with catastrophic ill- 
ness. We are not contend to provide services for the sick, to give palliative 
treatment to patients with chronic diseases of long duration, and to care for 
the terminal cases of patients with catastrophic illness. We must get at these 
cases earlier. Therefore we are actively seeking out the catastrophic diseases 
in their earliest stages when, in many instances, these diseases can be controlled; 
complications and long term disability can be prevented or reduced, and, in some 
instances, complete cures can be effected. 


PROMPT AND COMPREHENSIVE CARE FOR PATIENTS WITH CATASTROPHIC ILLNESS 


This approach to the catastrophic diseases has these implications: Where 
we cannot prevent the onset of certain of these diseases, the most effective way 
to control them is through early detection and prompt treatment. And, in these 
cases, effective control is the best way to protect people against the economic 
losses arising from these diseases. Cash reimbursement for the huge expenses 
of medical care for serious illness is a poor substitute for effective control. 
Furthermore, medical care expenses represent only a part of the economic loss 
resulting from these diseases. 

When serious illness does occur, the health-plan member is eligible for long- 
term care. There are no waiting periods or other time limitations on outpatient 
physician services. Members obtain these services when and as often as needed 
and over as long a period of time as required. These services are available for 
patients who have heart disease, cancer, arthritis, rheumatism, diabetes, multi- 
ple sclerosis, muscular dystrophy, and most’ other catastrophic diseases. In 
many instances, members receive professional services for these conditions over 
the period of several years. 

In the days when most prepayment plans limited hospitalization to 30 days, 
the Kaiser Foundation health plan subscribers who joined the plan on a group 
basis were entitled to 111 days of complete hospital care for each illness without 
extra cost. This 111-day period for subscribers has not been reduced and, for 
many groups, dependents are now eligible for the same hospital coverage. For 
other groups, at lower monthly membership fees, dependents are entitled to 30 
days of hospital care and an additional 81 days at half private rates. 

From the above description we do not mean to imply that the Kaiser Founda- 
tion health plan has solved completely the problems of protecting its members 
against the financial burdens of catastrophic illness. The plan offers a large 
measure of protection, but there is ample room for improvement. This is per- 
haps best illustrated with respect to rehabilitation services. 


4 Although health plan contracts exclude certain conditions—e. g., tuberculosis, mental 
disorders, alcoholism, and poliomyelitis—Hliagnostic services are provided for these condi- 
tions. Also, for the purpose of experimenting with broader coverage, certain services for 
some of these diseases are being provided, as indicated in the text below. 
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REHABILITATION SERVICES 


Until 1951 rehabilitation services were not available under the health plau 
coverage. In 1951, on an experimental prepayment basis, rehabilitation as well 
as regular treatment services for poliomyelitis cases were made available to a 
large membership group in the southern California area at a charge of 10 cents 
per member per month. For such cases, rehabilitation services are provided in 
our Santa Monica rehabilitation center. Poliomyelitis services are provided 
inder this plan until one or the other of the following two events takes place 
(1) The value of the services furnished equals $5,000, or (2) the expiration of 
2 years from the date services were initially rendered to the patient for this 
disease. On the basis of favorable experience with this group, coverage was 
extended to other groups in the southern California area and consideration is 
being given to broadening the coverage to other neuromuscular diseases and 
conditions. Trained personnel and specially designed facilities for these services 
are available through the rehabilitation center. 

Our rehabilitation centers at Santa Monica and Vallejo, Calif., are dedicated 
to providing new and advanced methods of rehabilitating children and adults 
physically handicapped by various types of neuromuscular illnesses, such as 
multiple sclerosis and poliomyelitis. Even a few years ago, nothing seemed 
more hopeless and beyond help of medical science that the severely disabled. 
But now, new methods of treatment have been developed which can bring about 
a surprising degree of recovery from paralysis, and can restore more and more 
crippled persons to useful lives. While many paralytic diseases and disabilities 
from serious injuries cannot be cured, worthwhile restoration of function is 
possible through advanced physical therapy techniques. The centers have made 
outstanding contributions in the field of neuromuscular reeducation, combating 
multiple sclerosis, poliomyelitis, and paraplegia. Treatment for restoration of 
function also is afforded for progressive muscular tarophy, cerebral palsy, Park- 
inson’s disease, arthritis and other related disabilities. 

To integrate rehabilitation services into the prepayment services of the Kaiser 
Foundation health plan is one of our current objectives. Actuarial experience in 
this new field is being developed at the present time 


SERVICES FOR THE MENTALLY ILI 


Another more difficult problem to be solved in the attempt to protect health 
plan members against the financial burdens of catastrophic illness is that of 
mental illness. Here the purpose is not to duplicate facilities and services 
provided by public agencies, but rather to work again in the area of prevention, 
early detection and prompt treatment. As part of a research project being 
conducted jointly with the University of California and the United States Public 
Health Service, psychiatric services, including group therapy, are being provided 
under special arrangements to emotionally disturbed and mentally ill health 
plan members in the northern California area. The results of this research 
project, with specific reference to the role of mental health services in prepay- 
inent plans, will soon be available. Developments in this important field are of 
keen interest to the Kaiser Foundation health plan and its affiliated organiza- 
tions, 


SERVICES FOR THE AGED 


The Kaiser Foundation health plan, along with many other health plans, 
accepts subscribers on a group enrollment basis with no restrictions on age. 
For dependents of group subscribers who are over the age of 60, a physical 
examination is required. Individual enrollees, who are over the age of 60 at 
the time of application for membership, are generally not accepted for member- 
ship. However, in contrast to some plans, group and individually enrolled 
members and dependents who become 60 years of age while they are members 
of the Kaiser Foundation health plan are not canceled, and there is no alteration 
in their subscription charges, benefits, or services. 

The Kaiser Foundation health plan is experimenting with coverage on a 
surcharge basis, for individual enrollees who are over 60 when they apply for 
membership and for applicants who have chronic diseases or other conditions at 
the time of application. The extent to which coverage can be broadened on a 
financially sound basis to provide prepayment services for these categories of 
persons is awaiting actuarial determinations. 

In these and several other areas which could be enumerated, there is much 
room for extending the orbit of prepayment services in medical services plans 
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to provide the maximum protection against the hardships and high costs of 
catastrophic illness Che Kaiser Foundation health plan and its affiliates are 
not willing to concede that any one of these problems defies solution on a volun- 
tary prepayment basis. What now appears to be insurmountable problems, we 
believe will lend themselves to solution with better organization and distribution 
of facilities and services, with improved availability and utilization of medical 
and allied personne! 

This brief account of the principles and services of the Kaiser Foundation 
health plan has been presented here for one prime purpose. We are vitally in 
terested in the development of similar plans and services all over the United 
States to the end that comprehensive care on a group practice, voluntary pre- 
payment basis is made available at reasonable costs to all our people. What 
has been accomplished and is being accomplished by us can be done in other 
areas of the countr) This committee might well consider exploring the ways 
in which the Federal Government could encourage and stimulate the develop- 
ment of voluntary medical service plans-—plans which could provide compre- 
hensive care at reasonable costs on a group practice basis in affiliated hospitals 
and medical centers. 


The CHarrman. I think that the brochure has already been placed 
in the record, and if it is convenient for you, Mr. Kaiser, or any other 
members of your group, to identify themselves with our staff, 1 would 
like you to do so in order to select. those portions of the brochure that 
would seem most important and which you would like most to have 
made a part of the record. 

(The information referred to follows :) 


KAISER FOUNDATION MeEbDICAL CENTERS DESCRIPTION OF ORGANIZATION AND 
FUNCTIONING OF ITS COMPREHENSIVE HEALTH PLAN 


HE GROWING DEMAND MEDICAL CARE WITHIN PEOPLE’S REACH 


Americans have shown overwhelmingly that they want to protect themselves 


against the hardships and high costs of illness More than S85 million of our 
people have partially insured themselves to meet hospital expenses. Now, 
however, their demands are tremendous for ways to cover more than a mere 
fraction of total health needs 

Fortunately, it is now proved that high quality, comprehensive, medical, sur- 
gical, and hospital care can be brought within people’s reach. 

The solution is to combine voluntary prepayment health plans, group practice 





by partnerships of doctors providing members every service of medical science, 
modern self-sustaining medical centers, and preventive medicine aimed at keep- 
ing patients we This private enterprise solution can make government, social- 


ized medicine unnecessary. 
The Kaiser Foundation health organizations, by developing such a pattern, 
have been able to make a contribution toward this health care of the future. 


Henky J. KAISER, President. 
June 1953 


A NEW ECONOMICS OF MEDICINE 


Today, Kaiser Foundation health-plan members are served through 32 medical 
centers, hospitals, and clinics in the West—built and operated upon 4 principles 
Which compr e new economics of medicine. 

Approximate 116,000 persons are members of the health plan, with growth 
to a half-million members awaiting completion of facilities currently under 
construction or planned. Individuals or families, paying moderate monthly 


dues, receive the care of doctors in the office, home, and hospital; they receive 
hospitalization, surgery, general or special nursing, laboratory, X-ray, physical 
therapy, and emergency services and all other hospital services. Drugs and 
medicines also ar supplied hospitalized members without charge. 
Practicing together in partnerships, general physicians and specialists in med- 
icine surcery, X-ray, and lal oratory sciences pool their skills to provide com- 


plets professional services to members. 
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The self-sustaining medical centers incorporate the last word in hospital ¢ 
sign and equipment and enable all of the patients’ medical needs to be met under 
one roof. 

The usual economics of medicine, whereby doctors and hospitals obtain their 
income from persons becoming ill, is reversed under this program. The prepaid 
funds go directly to doctors and hospitals, permitting a greater emphasis on 
preventive medicine keeping people well. 


rHE ORGANIZATIONAL TEAM FOR HEALTH 


(1) The Kaiser Foundation is a nonprofit, charitable trust which plans, builds, 
and equips hospitals and other facilities, and conducts medical research, edu- 
eation, and charitable programs. 

(2) The Kaiser Foundation health plan is a nonprofit trust contracting to 
provide members with medical and hospital services on a prepaid basis. Dis 
tributes the prepaid income between the doctors’ partnerships and hospitals. 

(3) Kaiser Foundation hespitals is a nonprofit corporation which leases and 
operates foundation hospitals. The hospitals provide services to the general pub- 
lic, health-plan members, and charity patients. 

(4) Doctors’ partnerships are independent groups of doctors, organized as 
partnerships, who contract with the health plan to provide the members pro- 
fessional services covered by the health plan. 


A COMPREHENSIVE HEALTH PLAN 


Twenty years of pioneering and tesiing have gone into development of the 
Kaiser Foundation health plan until today it supplies comprehensive services 
to a cross section of all the public—employees of industries, stores, offices, trans 


portation, military works, and university faculties 

The plan grew directly and simply out of a need to keep employees in varior 
Kaiser enterprises healthy—tfirst, on remote construction projects, and later 
when nearly 200,000 employees building ships and 
to have doctors and hospitals to care for their injuries and ills. The Kaiser 
Foundation (originally known as the Permanente Foundation) was founded by 
Mr. and Mrs. Henry J. Kaiser as a nonprofit, charitable trust. 

After the war, demands crystalized for continuance of the same type of low- 
cost health plan to protect the public generally, and since the low ebb of sub- 
scribers in 1946 when war work ended, membership has multipiied 10 times 

Most people cannot afford costly operations and illnesses, and this has created 
the demand for prepayment plans. Rapid growth of the F.aiser Foundation 
health plan has resulted from the comprehensiveness of its relatively low-cost 
benefits. For slightly more than a dime a day, an individual may obtain full 
health plan benefits. For about the price of a quart of milk a day, a family may 
protect husband, wife and any number of dependent children against both ordi- 
nary ills and operations or diseases requiring months in the hospital that other 
wise would run up expenses of hundreds or thousands of dollars 

All funds from members’ payments go to compensate the doctors partnerships 
adequately, to build and equip hospitals, to operate the health plan and self 
sustaining hospitals, and to provide hospital charity care, scientific research and 
medical and nursing education—in short, to cover a completely integrated health 
program. 

Members are encouraged to take periodic health examinations and receive 
treatment for illnesses in the early stages. There are no high-cost barriers pre 
venting patients from obtaining every needed attention. The plan differs from 
more limited kinds of coverage that eliminate the first few visits to doctors and 
only partially pay the fees for services charged by doctors and hospitals In- 
dependent studies have shown that this type of service plan can provide more 
comprehensive, high quality medical, surgical, and hospital care at substantially 
lower costs than by any other method. 
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making steel for the war had 


BENEFITS TO HEALTH PLAN SUBSCRIBERS 


Doctors care while hospitalized 

All office visits at a registration fee of $1 per visit Included are treatment 
and consultation by specialists for all acute and chronic illnesses to which all 
people are subject, in addition to treatment for allergies, regular pediatric 
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checkups for children, complete physical examinations, eye 
glasses, etc., 24-hours emergency service. 


examinations for 


Doctors care in the office 

All services of physicians, surgeons, and other specialists without charge. 
This includes such medical cases as pneumonia, heart trouble, diabetes, and liver 
ailments, and surgical procedures ranging from appendectomy and hernia to 
bowel obstructions, orthopedics and brain, heart, and lung surgery. A total 
charge of $15 is made for removal of tonsils and adenoids. After diagnosis, 
certain conditions including mental illness, suicidal injuries, contagious dis 
eases, and alcoholism, are not covered by the plan. 
Doctors care in the home 

All necessary home calls by doctors and nurses. A charge of $2 is made for 
the first home call by a doctor for each illness or injury. No charge for succeed- 
ing doctor’s calls. No charge for nurses’ calls made under doctor’s direction. 
24-hour emergency service. 
Hospital care 


One hundred and eleven days hospital care without charge each calendar year 
for each illness or injury, its recurrences and complications. Thus, prolonged 
hospitalization and extensive care are provided for such conditions as cancer, 
heart trouble, ulcers, and severe injuries. The care includes, without qualifica- 
tion, room and board (private room and special diet as required), nursing service 
(private nurses as required) use of operating room, anesthetics and anesthetist, 
blood transfusions (if replaced), and ambulance service within 30 miles of 
hospitals. 


Physical therapy 


All prescribed physical therapy (diathermy, heat treatments, massage, whirl- 
pool baths, etc.) up to a full year’s care for each illness or injury. During the 
year, no charge while member is hospitalized; treatment received while not 
hospitalized provided at $1 per treatment. 


Drugs and medicines 


Unlimited amount of prescribed drugs and medicines without charge while 
hospitalized. Drugs prescribed at office or home are provided at a reasonable 
cost. 


Maternity care 


Full maternity care for $60 if confinement occurs after 10 months’ continuous 
membership, $140 :f before 10 months. Includes prenatal care of mother, X-ray 
and laboratory work, all hospital care, physicians and surgeons, drugs, and 
medicines while hospitalized, Caesarean sections, care of baby during confine- 
ment, postnatal care of mother and baby. 


Emegency care 

includes necessary hospital care and all hospital services, drugs and medicines 
while hospitalized, X-ray and laboratory work, doctors’ care and necessary ambu- 
lance service when authorized. If member is accidently injured more than 30 


miles from nearest health plan office or hospital, up to $250 allowed for services 
necessary at nearest medical office or hospital. 


Polio care 


Treatment and rehabilitation of polio cases following the contagious and acute 
stage will be provided up to a maximum period of 1 year or a maximum value 
of $2,500 at the California Rehabilitation Center at Vallejo or Santa Monica, 
Calif. 


X-rays and laboratory work 


X-rays, X-ray therapy and dental X-rays, and electrocardiograms, basal 
metabolism tests and all other laboratory work are provided without charge for 
each illness or injury. The absence of a financial barrier here gives both the 
patient and dector an opportunity to obtain every possible aid to thorough 
diagnosis. 


Family dependents 


Lowest cost health plan family coverage entitles subscriber's dependents to 
the same benefits as subscriber with the following differences: 60 days’ full 
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hospital care each calendar year for each illness or injury without charge, in 
cluding all drugs and medicines, plus an additional 51 days hospitalization 
immediately following at half private rates; $2 charge for each home call by 
doctor; all necessary X-rays, X-ray therapy, laboratory tests and physical 
therapy at half rates; full maternity care for $95 if confinement occurs after 
10 months’ membership; and total charge of $35 for removal of tonsils and 
udenoids. 


KAISER FOUNDATION HEALTH PLAN TYPES OF BENEFIT COVERAGE AND DUES 


The Kaiser Foundation health plan benefits described in medical center booklet 
are for the standard group plan. The monthly dues for it (effective April 1, 1954) 
are $4.30 for a single subscriber; $7.60 for a subscriber and 1 dependent; and 
$9.50 for a subscriber and 2 or more family dependents 

In addition to the standard group plan, the Kaiser Foundation health plan 
offers a number of variations of this basic plan, including the following: 


1. Individual plan 

New subscribers applying for individual coverage are offered the samme cover 
age which the standard group plan offers to dependents. The charge to indi 
vidual subscribers is the same as to group subscribers, plus 40 cents per month 
to defray the added expense of collection and accounting for individual sub- 
scription dues. 


2. Equal coverage for dependents group plan 

A more comprehensive plan for groups offers the same coverage for dependents 
as for subscribers. Under this plan, families of 2 persons pay $8.60 per month 
and families of 3 or more persons pay $12.10 per month. 
38. More comprehensive group plans 

Larger groups desiring to eliminate incidental charges may, by special con 
tract with the plan, increase the area of prepaid services by paying 35 cents per 
member per month in dues in lieu of the $1 registration fee charged for an 
office visit in the basic plan. 


j. Supplemental medical care coverage 


In order to encourage a choice of plan most desirable to a group, large groups 
may also negotiate special contracts under which their existing Blue Cross or 
insurance company plan will be supplemented by Kaiser Foundation health 
plan services, to provide a combined coverage which will equal one of the plans 
offered by the Kaiser Foundation health plan. ‘i‘he rates for such special con- 
tracts depend on the extent to which the Kaiser Foundation health plan adds to 
the Blue Cross or insurance company coverage. 


DOCTORS IN PARTNERSHIP 


The doctors’ partnership is the heart of the Kaiser Foundation health-plan 
program. Physicians form their own independent, private enterprise partner 
ship—much the same as do attorneys and other professional men. General prac- 
titioners and specialists organize a full-time team, giving patients the advantages 
of group practice such as is carried out at the great university hospitals and 
Mayo, Crile and Lahey Clinics. 

Since no single doctor can master today’s vast knowledge of medical sciences, 
the most effective way to give patients the maximum quality of care is to pool the 
skills of the various specialists in one medical group. Doctors working together 
under one roof eliminate the waste and inconveniences of sending patients from 
one specialist’s office to another and to scattered facilities. A health-plan mem- 
ber can be referred to a specialist right at hand—whether the patient may need 
the services of a surgeon, cardiologist, urologist, internist, radiologist, obstetrician 
and gynecologist, orthopedist, allergist, psychiatrist, pediatrician, neurologist, 
dermatologist, or ear, nose and throat specialist. In the San Francisco-Oakland 
area alone, about 100 doctors who are members of or eligible for the various 
American specialist boards are at the complete service of health plan members. 

Doctors practicing as a partnership have the opportunity to pool their talents, 
are a stimulation and aid to each other and can consult with each other immedi- 
ately, thereby affording high quality and diversified services to their patients. 

Members are encouraged to choose one doctor as their personal or family phy- 
sician, in order to maintain a close doctor-patient relationship. The physician 
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does not have to hesitate for fear of inflicting heavy expenses on the patient, to 
call in as many specialists as required, nor to order all desired X-rays, electro- 
cardiograms, metabolism, allergy, urology, and blood tests, injections and other 
laboratory procedures 

Doctors working as a partnership group, with ease of consultations, stimulate 
and aid each other in their practices and in perfecting their skills. They have 
relatively regular working hours, with definite hours off duty and weekends when 
they are free to study, do research and spend time with their families. Their 
incomes compare favorably with averages for physicians in areas in which they 
practice. They experience great satisfaction at being able to give their patients 
all the services heeded regardless of cost. The partnership employs its own as 
sistants, nurses, and technicians. New additions to the doctors’ staff become 
eligible to the partnership after a period of service. The doctors are the sole au 
t 





hority on all medical care. 

The American Medical Association Council on Medical Education and Hospitals 
has approved Kaiser Foundation Hospital, Oakland, for teaching of interns and 
residents, and specialty boards also have approved it as a teaching hospital for 
training of specialists in surgery, internal medicine, general practice, pathology, 


pediatrics, obstetrics and gynecology 
HOSPITALS PAYING rHEIR OWN WAY 


Intergrated with the Kaiser Foundation health plan of prepayments and 
doctors in partnership are modern, financially sound hospitals—an investment of 
many millions of dollars—affording doctors the finest physical facilities and 
scientific developments and patients the best hospital care. 

Beginning in 1942 with 1 modest, 8O0-bed hospital in Oakland, facilities have 
multiplied to 35 medical centers, hospitals, rehabilitation centers and outpatient 
clinics in California, Oregon, Washington, and Utah, with a total of 1,888 beds. 

The hospitals operate without deficits and pay for themselves out of a modest 
percentage of income—without customary charity appeals, governmental bonding 
or subsidies. This unique accomplishment can set a nationally important pattern 
for privately financing new hospitals, whereby financial institutions can make 
sound loans toward construction of new facilities. Latest foundation expansions 
exceed $9 million 

Hospital innovations, forecast to have great impact on future hospital facilities, 
are featured in newly constructed foundation medical centers. 

The hospital wings for patients have three corridors—the usual central 
corridor plus two parallel corridors on the outer sides of the rooms. Rather than 
using the central corridor, which creates a traffic and efficiency problem, visitors 
enter patients’ rooms from the outer corridors 

The central corridor is restricted to physicians, nurses and other hospital 
personnel. It is entirely a work corridor containing utility rooms and nurses’ 
stations—1 for every S beds, decreasing nurses’ walking to one-seventh that of 
conventional floor plans. The stations contain drugs, medications, supplies, 
X-rays, X-ray viewing boxes, instruments and charts. At the door into each 
room from the work corridor are service shelves for linens, food trays and a built- 
in clothes hamper. Spaced between each nursing station are utility units con 
taining cabinets, sinks, sterilizers, refrigerator and hot plates. 

The work-corridor system provides more efficient service, allows closer 
observation of the patient and permits attending physicians to determine quickly 
the patient’s condition and necessary treatment. 

There are no multiple-bed wards in the new hospitals, and vast amounts of glass 
are utilized in bedrooms. Alongside each electrically adjustable bed within reach 
of the patient is a built-in stainless steel cabinet containing lavatory with hot, 
eold, and ice water taps, four-channel radio and phonograph outlet. There is 
piped oxygen at each bedside. Each room contains individual toilets, clothes 
closets, and electrically operated drapes. 

Rooms in the top floors offer hotel-type service for convalescents. As soon as 
patients become ambulatory, they are moved to these rooms, where, in pleasant 
surroundings, they finish out their stay. Such patients may eat in a buffet-style 
dining room, sleep late in the morning, participate in social recreation, watch 
television programs and the like. 

The maternity rooms have individual nurseries behind each bed, a plan catering 
to having mother and baby together as much as possible for practical and 
psychological reasons, 
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Medical centers and hospitals 
Number of beds 


Vancouver, Wash " . 250 
Oakland, Calif 300 
Richmond, Calif 100 
Vallejo, Calif 100 
South San Francisco, Calif wi 36 
San Francisco, Calif 214 
Fontana, Calif 95 

Do. eh 45) 
Walnut Creek, Calif . 94 
Los Angeles, Calif ia _ 224 
Dragerton, Utah- oe ‘ j ; ‘ ; 30 


Rehabilitation centers: 


Santa Monica, Calif 200 
Vallejo, Calif 200 
Total oe 1, S88 


Under construction 
Outpatient clinics : 
Portland, Oreg 
San Francisco, Calif 


Fontana, Calif. (2) 
Ontario, Calif 

















South San Francisco, Calif. 


Redwood City, Calif. 
Napa, Calif. 

Oakland, Calif 

Los Angeles, Calif. (3) 
San Pedro, Calif. (2) 
Long Beach, Calif. 


Pasadena, Calif. 

San Bernardino, Calif 
Huntington Park, Calif. 
San Leandro, Calif. 
Pittsburg, Calif. 
Concord, Calif 

Walnut Creek, Calif. 








Glendale, Calif. 
REHABILITATING THE DISABLED 


The California Institute of Physical Medicine and Rehabilitation, sponsored by 
the Kaiser Foundation is dedicated to providing new and advanced methods of 
rehabilitating children and adults physically handicapped by various types of 
paralysis, such as multiple sclerosis and poliomyelitis, among the chief cripplers 
in the world today. 

Even a few years ago, nothing seemed more hopeless and beyond help of 
medical science than the severely disabled. But now, new methods of treatment 
have been developed which can bring about a surprising degree of recovery from 
paralysis, and can restore more and more crippled persons to useful lives. While 
many paralytic diseases and disabilities from serious injuries cannot be cured, 
worthwhile restoration of function is possible through advanced physical therapy 
techniques. 

The California rehabilitation centers at Vallejo and Santa Monica conduct the 
largest nongovernmental civilian rehabilitation program, accepting cases from 
the entire Nation and many foreign countries. It has made outstanding contri 
butions in the field of neuromuscular reeducation, combating multiple sclerosis, 
poliomyelitis, and paraplegia. Treatment also is afforded for progressive mus 
cular atrophy, cerebral palsy, Parkinson’s disease, arthritis, and other related 
disabilities. 
























1390 HEALTH INQUIRY 


STANDARD GROUP PLAN 
KAISER FOUNDATION HEALTH PLAN 
(Formerly the Permanente Health Plan) 
A nonprofit organization 
For you and your family—Medical care in the home, hospital, doctor’s office 
Group Membership 


The family dependents are entitled to the same benefits as the subscriber with the 

following differences 

Hospital care.—60 days of hospital care each calendar year is provided without 
charge for each illness or injury plus an additional 51 days immediately following 
at half private rates. 

All drugs and medicines are provided without charge during the 60-day period. 
Private rates are charged for drugs and medicines during the 51-day period. 

Doctors’ care at your home.—$2 is charged for each home call by a doctor. 

X-rays, laboratory work and physical therapy.—All necessary X-rays, X-ray 
therapy, laboratory tests, and physical therapy are provided at half private rates. 

Maternity care.—Full maternity care is provided for $95 if confinement occurs 
after 10 months’ membership, $140 if before 10 months’ membership. 

Removal of tonsils and adenoids.—All services provided at a total charge of $35. 
Preexisting conditions 

Any illness, injury, or condition present at the time of joining the plan will 
receive the same services of physicians and surgeons as are provided for illnesses 
arising while a member of the plan. All other services such as hospitalization, 
X-ray, laboratory, etc., will be provided at half private rates, except that inpatient 
drugs and ambulance service will be provided at full private rates. Congenital 
conditions are considered preexisting. 
Exclusions 

Mental illness or disorder; attempts at suicide or other intentionally self- 
inflicted injuries or illnesses; tuberculosis; alcoholism; conditions covered by 
workmen's compensation; service-connected conditions; dental care; corrective 
appliances; conditions resulting from a major disaster or epidemic; contagious 
diseases and diseases requiring isolation, including poliomyelitis and its 
complications. 
Conversion privilege 

If membership through a group is terminated a member may apply within 30 
days for conversion membership under an individual account. Any person who 
has had continuous membership in the plan for 2 years is entitled to such conver- 
sion without medical review or physical examination. Full details may be 
secured at any of the health plan offices. 


Termination of membership 


If membership is terminated because of nonpayment of membership fees, all 
rights to service cease as of the date of termination. 

If a member is terminated by the health plan, the member will be entitled to 
continuation of service, in accordance with the provisions of the plan, for any 
condition under treatment at the time of termination for a period not to exceed 
365 consecutive days from date of termination, provided membership fees are 
paid during the period of treatment. 


Who is eligible to be a member of the health plan 

The subscriber to the health plan may subscribe for himself alone, or for 
himself, his spouse and unmarried children under 19 years of age. If the spouse 
of subscriber is over 60 years of age, he or she must pass a physical examination 
before being accepted as a member. Children upon reaching age 19 or upon 
becoming married must apply for separate membership, if they wish to enjoy 
further benefits. Newborn children become eligible for membership at birth, 
provided application for membership is made. 






































HEALTH INQUIRY 1391 


Monthly membership fees 


Subscriber onlv- : tained $4. 30 
Subscriber and 1 family dependent_-_ biebiiee alan eines a nica 7. 60 
Subscriber and 2 or more family dependents 9. 50 


Registration fee.—An initial registration fee of $2 is added to the first month's member 
ship fee. 


A MEDICAL SERVICE AT A COST WITHIN YOUR MEANS 


The Subscriber Is Entitled To 
Hospital care 
Room and board (private room and specia! diet as required) 
Nursing service (private nurses as required ) 
Use of operating room 
Anesthetics and services of anesthetist 
Blood transfusions (no charge if blood is replaced ) 
Necessary ambulance service within 30 miles of hospitals 

111 days of hospital care each calendar year without charge for each illness or 
injury, its recurrences, and complications, arising while a member of the plan. 
Doctors’ care while hospitalized 

Operations 
Consultation and treatment by specialists 

All services of physicians and surgeons without charge while hospitalized. 

Doctors’ care in the office 
Consultation and treatment by specialists 
Eye examinations for glasses 
24-hour emergency service 

All office visits at a registration fee of $1 per visit. 

Doctors’ care at your home 
Necessary home calls by doctors 
Necessary calls by nurses under doctors’ orders 
24-hour emergency service 

All necessary home calls by doctors and calls by nurses. A charge of $2 is 
made for the first home call by a doctor for each illness or injury. No charge 
for succeeding doctor’s calls or for nurse’s visits. 

Drugs and medicines 
Prescriptions 
Drugs and medicines 

All drugs and medicines without charge while hospitalized for the 111 days 
covered by the plan. A reasonable charge is made for drugs and medicines fur- 
nished to patients receiving treatment at their homes or at the doctor’s office. 
X-Rays and laboratory work 

X-rays 

X-ray therapy 

Dental X-rays if required by a dentist 
Electrocardiograms 

Basal metabolism tests 

All laboratory tests 

All prescribed X-rays, X-ray therapy, and laboratory tests without charge for 
each illness or injury, arising while a member of the plan. 
Physical therapy 

Diathermy 

Heat treatments 
Massage 

Whirlpool baths, ete. 

All prescribed physical therapy up to a full year’s care for each illness or 
injury arising’ while a member of the plan. During the year’s period, no charge 
is made while the member is hospitalized. Treatment received while not hos- 
pitalized will be provided at $1 per treatment. After a full year’s care, this 
service will be provided at half private rates. 
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Maternity care 
Hospital care 
Physicians and surgeons 
Drugs and medicines while hospitalized 
X-rays and laboratory work 
Caesarian sections 
Full care of mother before, during, and after confinement 
Full care of child during the mother’s confinement 
Blood transfusions (no charge if blood is replaced ) 

Full maternity care at a charge of $60 if confinement occurs after 10 months’ 
continuous membership; $140 if before 10 months’ membership. In the event 
pregnancy is interrupted or terminated, a charge will be made for services ren- 
dered. Such charge shall in ao event exceed two-thirds the charges above speci- 
fied for obstetrical care. 

Removal of tonsils and adenoids 
Physicians and surgeons 
Hospital care 
Laboratory 
Drugs and medicines while hospitalized. 

All services provided at a total charge of $15 

Emergency care for accidental injury outside service area 
Necessary hospital care including al] hospital services 
Drugs and medicines while hospitalized 
X-ray and laboratory work 
Doctors’ care 
Necessary ambulance service when authorized 

When a member is accidentally injured, at a point more than 30 miles from the 
nearest authorized medical office or hospital, up to $250 will be allowed for sery- 
ices necessary before his medical condition permits travel to nearest medical 
office or hospital where health plan service is available. Such allowance will be 
on the basis of rates recommended by the California Medical Association for use 
by the Industrial Accident Commission of the State of California. 

Polio care 

Treatment and rehabilitation of polio cases following the contagious and 
acute stage will be provided up to a maXimum period of 1 year or a maximum 
value of $2,500 at the California Rehabilitation Center at Vallejo or Santa 
Moniea, Calif. 


WHERE SERVICE IS RENDERED 


Doctors’ offices: Hospitals: 
Oakland Oakland 
Richmond Richmond 
Vallejo Vallejo 
Walnut Creek San Francisco 
Pittsburg South San Francisco 
Concord Other locations: 
Napa Los Angeles 
San Leandro San Pedro 
San Francisco Fontana | 
South San Francisco Portland, Oreg. 
Redwood City Vancouver, Wash. 


Main office: Kaiser Foundation Health Plan, 280 West MacArthur Boulevard, 
Oakland, Calif. 
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KaAIser FOUNDATION HEALTH 


AN 


PLAN 


(Formerly the Permanente Health Plan) 


A nonprofit organization 


For you and your family—medical care in the home, 


Group membership 


Pre-existing conditions.—Any illness, injury, or condition present 
joining the plan will receive the same services of physicians and s 


provided for illnesses arising while a member of the ] 


wan 
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hospital, doctor's office 


at the time of 


Irgeons as i t 


All other services such 


as hospitalization, X-ray, laboratory, ete., will be provided at half private rates, 
except that inpatient drugs and ambulance service will be provided at full privat 


rates. Congenital conditions are considered preexis 
Exclusions.—Mental illness or disorder; attempts 
ally self-inflicted injuries or illnesses; tuberculosis ; 


ered by workmen’s compensation; service-connect 
correct 


ting 


alcoholism ; « 


‘tive appliances; conditions resulting from a majo1 


ed conditions: 


saste! 


at suicide or other intention 


iditions cov- 
dental car 


or epidemic 


contagious diseases and diseases requiring isolation, including poliomyelitis and 


its complications. 


Conversion privilege If membership through a group is terminated, a mem 
ber may apply within 80 days for conversion membership under an individual 
account. Any person who has had continuous membership in the plan for 2 years 
is entitled to such conversion without medical review or physical examinat 
Full details may be secured at any of the health-plan offices 

Termination of membership If membership is terminated because of 1 
payment of membership fees, all rights to s cease as of the date 


termination. 
If a member is terminated by the health plan, the 


» member will 


continuation of service, in accordance with the provisio 


is of the 


be entitled t« 
plan, for ai 


condition under treatment at the time of termination f a period not to exceed 
365 consecutive days from date of termination, provided membership fees 
paid during the period of treatment 

Who is eligible to be a member of the health plan The subscriber to the health 
plan may subscribe for himself alone, or for himself, his spouse, and unmarried 
children under 19 years of age. If the spouse of subscriber is over 60 years of 
age, he or she must pass a physical examination before being accepted as a me 





ber. Children upon reaching 


separate membership if they wish to enjoy further benefits. 


» 19 or upon becoming married must apply fé 
Newborn childrei 


become eligible for membership at birth, provided application for membership is 


made, 
Monthly membership fee 
Subscriber only a 
Subscriber and 1 family dependent 
Subscriber and 2 or more family dependents__- 
REGISTRATION FEI An initial registration fee of $2 
bership fee 


A. MEDICAL SERVICE AT A COST WITHIN 


8 


to the first mont}! 


YOUR MEANS 


The Subscriber and Family Dependents Are Entitled To 


Hospital care 


Room and board (private room and special diet as required) 


Nursing service (private nurses as required) 
Use of operating room 
Anesthetics and services of anesthetist 


Blood transfusions (no charge if blood is replaced) 
Necessary ambulance service within 30 miles of hospitals 


One hundred and eleven days of hospital care 


each 


calendar 


year without 


charge for each illness or injury, its recurrences and complications, arising while 


a member of the plan. 
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Doctors’ care while hospitalized 
Operations 
Consultation and treatment by specialists 

All services of physicians and surgeons without charge while hospitalized. 





Doctors’ care in the office 
Consultation and treatment by specialists 
Eye examinations for glasses 
24-hour emergency service | 
All office visits at a registration fee of $1 per visit. 
Doctors’ care at your home 
Necessary home calls by doctors 
Necessary calls by nurses under doctors’ orders 
24-hour emergency service 
All necessary home calls by doctors and calls by nurses. A charge of $2 is 
made for the first home call by a doctor for each illness or injury. No charge for 
succeeding doctor's calls or for nurse’s visits. 


Drugs and medicines 
Prescriptions 
Drugs and medicines 
All drugs and medicines without charge while hospitalized for the 111 days 
covered by the plan. A reasonable charge is made for drugs and medicines fur- 
nished to patients receiving treatment at their homes or at the doctor's office. 
X-rays and laboratory work 
X-rays 
X-ray therapy 
Dental X-rays if required by a dentist 
Electrocardiograms 
Basal metabolism tests 
All laboratory tests 
All prescribed X-rays, X-ray therapy, and laboratory tests without charge for 
ach illness or injury, arising while a member of the plan. 





Physical therapy 
Diathermy 
Heat treatments 
Massage 
Whirlpool baths, etc. 

All prescribed physical therapy up to a full year’s care for each illness or injury 
arising while a member of the plan. During the year’s period, no charge is made 
while the member is hospitalized . Treatment received while not hospitalized will 
be provided at $1 per treatment. 

After a full year’s care, this service will be provided at half private rates. 
Maternity care 

Hospital care 

Physicians and surgeons 

Drugs and medicines while hospitalized 

X-rays and laboratory work 

Caesarian sections 

Full care of mother before, during, and after confinement 
Full care of child during the mother’s confinement 

Blood transfusions (no charge if hlood is replaced) 

Full maternity care at a charge of $60 if confinement occurs after 10 months’ 
continuous membership; $140 if before 10 months’ membership. In the event 
pregnancy is interrupted or terminated, a charge will be made for services 
rendered. Such charge shall in no event exceed two-thirds the charges above 
specified for obstetrical care. 

Removal of tonsils and adenoids 

Physicians and surgeons 

Hospital care 

Laboratory 

Drugs and medicines while hospitalized 
All services provided at a total charge of $15 
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Emergency care for accidental injury outside service area 

Necessary hospital care including all hospital services 

Drugs and medicines while hospitalized 

X-ray and laboratory work 

Doctors’ care 

Necessary ambulance service when authorized 

When a member is accidentally injured, at a point more than 30 miles from the 

nearest authorized medical office or hospital, up to $250 will be al 
necessary before his medical condition permits travel to nearest medical office or 
hospital where health plan service is available. Such allowance will be on the 
basis of rates recommended by the California Medical Association for use by the 
Industrial Accident Commission of the State of California. 


Li 


lowed for services 


Polio care 

Treatment and rehabilitation of polio cases following the contagious and acute 
stage will be provided up to a maximum period of 1 year or a maximum value 
of $2.500 at the California Rehabilitation Center at Vallejo or Santa Monica, Calif. 


WHERE SERVICE IS RENDERED 


Doctors’ offices: 
Oakland Richmond 
Richmond Vallejo 
Vallejo San 
Walnut Creek 
Pittsburg 


Francisco 
South San Francisco 
Other locations: 


Concord Los Angeles 
Napa San Pedro 

San Teandro Fontana 

San Francisco Portland, Oreg. 
South San Francisco Vancouver, Wash. 


Redwood City Main office: Kaiser Foundation Health 
Hospitals : Plan, 280 West MacArthur Boulevard, 
Oakland Oakland, Calif. 





INDIVIDUAL ENROLLMENT PLAN 
THE KAIseR FouNDATION HEALTH PLAN 
a nonprofit organization 
For You and Your Family—Medical Care in the Home, Hospital, Doctor’s Office 
Individual Membership 


Preeristing conditions —Any illness, injury, or condition present at the time 
of joining the plan will receive the same services of physicians and surgeons 
as are provided for illnesses arising while a member of the plan. All other serv- 
ices such as hospitalization, X-ray, laboratory, etc., will be provided at half pri- 
vate rates, except that in-patient drugs and ambulance service will be provided 
at full private rates. Congenital conditions are considered preexisting. 
Exclusions.—Mental illness or disorder; attempts at suicide or other inten- 
tionally self-inflicted injuries or illnesses; tuberculosis; alcoholism; conditions 
covered by workmen’s compensation; service-connected conditions; dental care ; 
corrective appliances; conditions resulting from a major disaster or epidemic ; 
contagious diseases and diseases requiring isolation, including poliomyelitis and 
its complications. 

Termination of membership.—If membership is terminated because of nonpay- 
ment of membership fees, all rights to service cease as of the date of termination 
If a member is terminated by the health plan, the member will be entitled to 
continuation of service, in accordance with the provisions of the plan, for any 
condition under treatment at the time of terminat'on for a period not to exceed 
565 consecutive days from date of termination, provided membership fees are 
paid during the period of treatment. 

Who is eligible to be a member of the health plan——The subscriber to the health 
plan may subscribe for himself alone, or for himself, his spouse and unmarried 
children under 19 years of age. Children upon reaching age 19 or upon becom- 
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ing married must apply for separate membership if they wish to enjoy further 
benefits. Newborn children become eligible for membership at birth, provided 
application for membership is made. 


A MEDICAL SERVICE AT A COST WITHIN YOUR MEANS 
The Subscriber and Family Dependents Are Entitled to 


Hospital care 
Room and board (private room and special diet as required) 
Nursing service (private nurses as required) 
Use of operating room 
Anesthetics and services of anesthetist 
Blood transfusions (no charge if blood is replaced) 
Necessary ambulance service within 30 miles of hospitals 
Sixty days of hospital care each calendar year without charge for each illness 
or injury, its recurrences and complications, arising while a member of the 
plan, plus an additional 51 days immediately following at half private rates. 
Doctors’ care while hospitalized 
Operations 
Consultation and treatment by specialists 
All services of physicians and surgeons without charge while hospitalized 
Doctors’ care in the office 
Consultation and treatment by specialists 
Eye examinations for glasses 
24-hour emergency service 
All office visits at a registration fee of $1 per visit. 
Doctors’ care at your home 
Necessary home calls by doctors 
Necessary calls by nurses under doctors’ orders 


24-hour emergency service 


All necessary home calls by doctors and calls by nurses. A $2 charge is made 
for each home call by a doctor. No charge for nurse’s visits. 





Drugs and medicines 
Prescriptions 
Drugs and medicines 


All drugs and medicines without charge while hospitalized for the 30 days 
covered by the plan. Private rates during the 8l-day period. A reasonable 
charge is made for drugs and medicines furnished to patients receiving treatment 
at their homes or at the doctor’s office. 


\-rays, laboratory work, and physical therapy 
X-rays and X-ray therapy 
Electrocardiograms 
Basal metabolism tests 
All laboratory tests 
Heat treatments, whirlpool baths, ete. 
All prescribed X-rays, X-ray therapy, laboratory tests, and physical therapy 
are provided at half private rates. 


Maternity care 


Hospital care 

Physicians and surgeons 

Drugs and medicines while hospitalized 

X-rays and laboratory work 

Caesarian sections 

Full care of mother before, during, and after pregnancy 

Full care of child during the mother’s confinement 

Full maternity care at a charge of S95 if confinement occurs after 10 
months’ continuous membership. In the event pregnancy is interrupted or termi- 
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nated, a charge will be made for services rendered. Such charge shall in no 
event exceed two-thirds the charge above specified for obstetrical care. 
Removal of tonsils and adenoids 

Physicians and surgeons 

Hlospital care 

Laboratory 

Drugs and medicines while hospitaliz 

All services provided at a total charge of $35. 








Emergency care for accidental injury outside service area 
Necessary hospital care including all hospital services 
Drugs and medicines while hospitalized 
X-ray and laboratory work 
Doctor’s care 
Necessary ambulance service when authorized 
When a member is accidentally injured, at a point more than 30 miles 
from the nearest authorized medical office or hospital, up to $250 will be 
allowed for services necessary before his medical condition permits travel to 
nearest medical office or hospital where Health Plan service is available. Such 
allowance will be on the basis of rates recommended by the California Medical 
Association for use by the Industrial Accident Commission of the State of 
California. 
Polio care 
Treatment and rehabilitation of polio cases following the contagious and 
acute stage will be provided up to a maximum period of 1 year or a maximum 
value of $2,500 at the California Rehabilitation Center at Vallejo or Santa 
Monica, Calif. 


HOW TO JOIN 


1. Applications for membership may be secured at the offices or hospitals 
listed, or by phoning the Kaiser Foundation Health Plan office. 

2. Application and medical review forms should be mailed to the Kaiser Foun 
dation Health Plan. Applications will not be accepted without the required 
registration and medical review fees. 

3. Applications for individual membership are subject to medical review before 
acceptance. A qualifying physical examination is usually required. A registra 

on and medical review fee of $5 for an individual applicant, or $7.50 for ap- 
plicant and family, is payable in advance. Of these amounts, the registration 
fees will be refunded if aplicants are not accepted for membership. 





Reg Medical re 
fee view fee | Potal 
Individual applicant_- $3 $2. 00 | $5. 00 
Applicant and family~ ; ad 4 3. 50 7. 50 


4. Applications for individual membership will not be accepted from persons 
over 60 years of age. The Permanente Health Plan accepts applicants over 60 
only through group membership. 

5. After acceptance into the plan, new members are required to pay 3 months’ 
dues in advance before their membership is in force. Thereafter, dues may be 
paid monthly or quarterly. 


Monthly membership fees 


Subseriber only—- cpl etictenvt ache eget actdiadlaie iichiab tates a natdniaihl kerio $4. 70 


SOU in > PIRI CRCIIRNN as iis a lec atti diab set isendn dacs 8. 00 
Subscriber and 2 or more family dependents_____._.__..______-_______ 9. 90 


39087—54—pt. 6——5 
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WHERE SERVICE IS RENDERED 


Doctors’ offices : Hospitals—Continued 

Oakland Richmond 

Richmond Vallejo 

Vallejo San Francisco 

Walnut Creek South San Francisco 

Pittsburg Other locations: 

Concord Los Angeles 

Napa San Pedro 

San Leandro Fontana 

San Francisco Portland, Oreg. 

South San Francisco Vancouver, Wash. 

Redwood City Main office: Kaiser Foundation Health 
Hospitals : Plan, 280 West MacArthur Blvd., 

Oakland Oakland, Calif. 


A REPORT ON PERMANENTE’S First 10 YEARS 
(Sidney R. Garfield, M. D.)? 


In September 1942, a group of men, high up in an office building overlooking San 
Francisco Bay, had just flnished outlining a plan to meet the serious dearth 
of facilities and medical services in the bay area created by the mass dislocation 
of people into wartime shipbuilding. They chose “Permanente” as the name 
of that plan. It is a Spanish word meaning firmly established—lasting—stable, 
and the name of an ever-flowing stream in the San Jose hills of California. 

It was not by chance that these trustees could formulate and put into action 
the complicated mechanisms involved in creating a medical and hospital service 
practically overnight. For a decade preceding this event (1932-42) they had 
struggled and worked with the problem of bringing the best possible medical 
and hospital care to average workers at a cost they could afford. By study- 
ing the work and mistakes of others, by trial and error on several projects in 
divergent areas of the country, they had evolved a set of principles that worked. 

The first widespread application of this plan came about in this fashion. The 
result Was an extermely impressive demonstration of its effectiveness, and 
probably the most outstanding wartime medical service outside of the armed 
services. 

At the end of war in 1945, shipbuilding was discontinued and the ship- 
workers dispersed throughout the country. From the relatively few remaining, 
however, arose an insistent demand sufficient to warrant continuation of the 
health plan on a community basis. Today, 6 years later, Permanente serves 
250,000 members in California, Oregon, and Washington, as well as countless 
numbers of others in these areas. The steady growth (after end of war) of the 
Permanente Health Plan has been gratifying, and certainly indicates public 
acceptance. In fact, more rapid growth is limited only by ability to secure facili- 
ties and physicians fast enough to keep up with public demand. It is important 
to realize this growth was accomplished mainly of its own impetus, since active 
solicitation was carefully avoided. 

In addition to the membership shown on the graph for the bay area, there 
are at present approximately 50,000 members in southern California, and 25,000 
in the Portland-Vancouver area. It is anticipated that the new medical centers 
being constructed will enable the membership to be increased from an overall 
figure of 250,000 to 400,000. 


BASIC PRINCIPLES 


The effectiveness of the Permanente plan is relatively simple to understand. 
Harly in the developmental decade (1932-43), it became increasingly evident 
that much of the high cost of medical care was due to waste resulting from poorly 
planned facilities, insufficient coordination between physicians and institutions in 
which they worked, and between physician and physician. The simple solution 
was to bring the physicians into coordinated group practice, operating in medical 
centers and hospitals geared to serve them efficiently. This improved quality as 
well as produced economy. The solution to the problem of ability to pay is a pre- 
payment plan (insurance principle), and the elimination of waste permits the 


SE 


1 Medical director, the Permanente Foundation, Oakland, Calif. 


{ 
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prepaid dollar to do the necessary, comprehensive medical job. Finally, it is 
necessary to have these prepaid funds go directly to the physicians and hospitals, 
abolishing fee for service. This results in a reversal of the usual economics of 
medicine. The well person becomes an asset to the hospital and doctor—the 
sick person a liability, thus heralding the preventive medicine of the future 


Members 





1943-1944 1945 = 1946 1947 1948 1949 1950 = 1951 1952 
Years Uanuary and July) 


GRAPH 1.—Total Membership, Bay Area Permanente Health Plan, January 1943 Through 
January 1952. 


In spring 1945, the Richmond shipyards began to close. In the next 10 months 53,000 
health-plan members were discharged from shipyard employment. As a result, the health 
plan membership reached its lowest point (14,500) in October 1945. At this time the 
plan was extended to other bay area residents. By December 1946 there were no longer 
any shipyard plan members. Present bay area membership includes the San Francisco, 
Oakland, Richmond, and Vallejo areas. 

The Permanente concept of a medical care program includes all of the elements 
comprising medical care today—physicians, nurses and auxiliary help, hospitals 
and medical centers, It includes teaching and training of nurses and doctors, 
and also provides for research and charity. In this completeness and integration, 
it stands alone among the health plans in this country, being the only one provid 
ing all these services. 


ORGANIZATIONAL FORM 


Simply stated, the Permanente system is composed of four separate but coordi- 
nated organizations: 
1. Permanente Foundation 
2. Permanente Health Plan 
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3. Permanente Hospitals 
4. Permanente Medical Group 

1. Permanente Foundation is a charitable trust which provides facilities and 
funds for teaching, training, research, and charity. 

2. Permanente Health Plan is a nonprofit trust. Its function is to enroll mem- 
bers, collect funds, and keep records of eligibility. The funds collected by Per- 
manente Health Plan are divided proportionately between the hospitals and 
medical groups, less the necessary administrative expense of Permanente Health 
Plan. 

3. Permanente Hospitals is a nonprofit corporation which operates the hospitals 
and medical centers in the same fashion as any hospital is operated. It secures its 
income from two sources, a substantial portion from Permanente Health Plan’s 
prepaid dues and a variable amount from private patents of Permanente doctors 
and other physicians in the area. 

4. Permanente Medical Groups.” These are independent groups of physicians 
organized as partnerships, each group covering a regional service area. These 
partnerships are as ideal as possible in their interphysician relationships, aims 
and incentives—eligibility for partnership being 3 years of service with the 
organization. The incomes of doctors compare favorably with those of privately 
practicing physicians in the same area. 


PROGRESS IN BUILDING FACILITIES 


The achievements of Permanente in this field are very striking. Beginning in 
October of 1942 with a modest little hospital of 80 beds in Oakland costing $300,- 
000, there has been a rapid growth of unit after unit, till today Permanente has 
6 hospitals (medical centers) in operation with a total bed capacity of 1,090 
“general” beds. Three more are in construction, adding 520 beds to this number, 
and there are on the architects’ board 4 more small ones that will add 200 more 
beds. In addition to these 1,810 beds in medical centers, the Permanente organi- 
zation includes 2 rehabilitation institutions with 275 “rehabilitation” beds, as well 
as a hospital and clinic developed for several industrial plants in Utah. 

The growth of facilities made possible achievement in another field—that of 
hospital and medical center designs. The Kaiser Permanente Hospitals now 
under construction in Los Angeles and San Francisco present many new ideas in 
hospital construction. Each unit has approximataely 225 beds, and the 2 hospitals 
together will cost $6 million. 

By routing the public through outside corridors, an entirely new concept of 
hospital service is made possible. Rather than using the usual central corridor, 
which creates a traffic problem, the public enters the patients’ rooms through 
sliding glass doors from the outer corridors running along 2 sides of each floor. 
Both walls of the outside corridors are glass from floor to ceiling, affording an 
“outdoor” environment. Drapes operated by electric motor from the patient’s 
bedside afford complete privacy during visiting hours. 





2 Note: This is the ultimate organizational form of all permanente Medical groups. Not 
all of them have reached this form and there are some experimental variations. 
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TABLE 1.—Permanente hospitals, clinics, and rehabilitation centers 


Facility Location capacity, | visits 


Existing hospitals 
Northern Permanente Hospital. - 
Permanente Hospita! 

Do 

Do ‘ 
Permanente Harbor Hospital 
Permanente Hospital 
Utah Permanente Hospital 
sting clinics 
Portland, Oreg 
San Francisco, Calif 
South San Francisco, Calif 
Redwood City, Calif 
Napa, Calif 
Oakland, Calif 

Do 
Los Angeles, Calif 
San Pedro, Calif 
Glendale, Calif 
Fontana, Calif 
San Bernardino, Calif 
Research institute: Belmont, Calif 





Ex 





Rehabilitation center 
Kabat-Kaiser Institute Vallejo, ¢ 3, 600 
Do ; S 1K) 1 500 


Do 2 Washingt n, ! S:, 





Total sais —— d 1, 39 10; 


Hospitals in construction: 
Kaiser Permanen 
Do ‘i I 


Do Walnut Creek, Cal { 





Total.... deheata pe ee ‘ d . 52t 


The usual public central corridor on each floor will be restricted to physicians, 
nurses, and employees. It will include decentralized nurses’ stations and utility 
rooms. Drugs, medications, X-rays, treatment materials, instruments, linens, 
charts, etc., for each patient will be kept at stations just outside the patient’s 
room. Each station will be devoted to eight beds, decreasing nurses’ walking 
to one-seventh that required under conventional floor plans. Eliminating the 
public from this area and decentralizing nurses’ stations provides more efficient 
service, allows closer observation of the patient, and permits the attending 
physician to determine at a glance the patient’s condition and treatment. 

There will be a control station on each floor for a supervisor, who has direct 
vision of all personnel on the floor. These stations will control and route visitors 
down the outside corridors. The supervisor also will handle incoming and out 
going requisitions via conveyors and mail chutes, which are so planned as to 
serve each point for transportation of material—storeroom, pharmacy, labora 
tory, record room, business offices, and central supply. Requested materials are 
delivered automatically. The control station will be connected with each nursing 
unit by intercommunication systems. 

The obstetrical floor will have a built-in sound-proofed nursery behind each 
bed with a bassinet that is pulled through the wall separating the nursery and 
the mother’s bed. When the bassinet is pushed back into the nursery, an auto- 
matic signal light notifies the nurse. A viewing window in the mother’s room 
permits visitors to observe the baby in the nursery without danger to the infant. 
This plan caters to the principle of having the mother and baby together as 
much as possible for practical and psychological reasons. 

The two top floors of the hospital are planned for hotel type service for con- 
valescent patients. As soon as patients become ambulatory, they will move to 
the hotel rooms where, in pleasant surroundings, they will finish out their stay. 
Such patients may eat in a buffet-style dining room, sleep late in the morning, 
participate in social recreation, watch television programs, and the like. 
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There will be no multiple-bed wards in the hospital. Each room will have 
a maximum of two beds, with many single-occupancy .rooms also provided. 
Beds will be of the electric-motor type with adjustments controlled by the 
patient. Alongside each bed within reach of the patient will be a lavatory 
with hot, cold, and ice-water taps, radio and phonograph outlet, piped oxygen, 
and individual clothes closet. 


ECONOMICS 


The Permanente record of performance in this field is probably one of its 
greatest contributions. Throughout the 10-year period, it has remained con- 
stantly and impressively sound. 

The greatest tribute to this economic achievement is the present loan secured 
from the banks for our new construction. One million dollars of the new 
$9,500,000 project was donated by the Henry J. Kaiser Co., and the Kaiser Steel 
Corp. The remainder will be financed by commercial banks. This marks a 
milestone in hospital construction and opens new horizons. The traditional 
mistrust and reluctance of the banking world in respect to hospital financing 
has been breached by the performance of the Permanente plan over the past 
10 vears. This is even more striking when one considers that this record was 
established while giving the members of the plan more and better medical and 
hospital care for their dollars than any other plan in the country and, at the 
same time, providing financially for facilities, equipment, teaching, training, and 
research—all a necessary part of the complete program, 

The following are a few random statistical figures : 


Funds provided to Permanente physicians and other professional 


personnel, 10-year period $23, 500, 000 
Funds provided to nonprofessional personnel, 10-year period 10, 300, 000 
Funds provided to non-Permanente physicians and other profes- 

sional people, 10-year period on tg : 1, 500, 000 


INCOME FROM HEALTH PLAN MEMBERS 


65.3% 





CHART 1,—Distribution of total income, March 1952. 
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EDUCATIONAL AND RESEARCH PROGRAM 


Permanente believed that a medical plan worthy of perpetuation, in addition 
to being economically sound, must provide teaching and training to stimulate 
high quality of care and research to contribute to medicine of the future. These 
objectives have been continuously stressed. Permanente has its own nursing 
school and its intern and approved residency training programs. A separate 
research laboratory building was recently acquired at Belmont, Calif., and a 
quarter of a million dollars per year has been budgeted for this program, An 
educational-leave program has been developed for all physicians and educa 
tional activities are encouraged. During the past year, considerable effort 
has been devoted to working out an affiliation with a medical school so as to 
develop further these educational activities. 

The Permanente Foundation hospitals offer a variety of opportunities for 
interns and residents to learn the art and practice of medicine. Residencies 
are offered in all the major specialties. The interns rotate through all the major 
departments. While on these services the interns take part in seminars, staff 
rounds, and other educational conferences. 

The Permanente School of Nursing was established in 1947 for the purpose 
of preparing young women in the art and science of nursing. Special emphasis 
is placed on the teaching of the methods of protecting and maintaining com- 
munity health and on the skills and techniques of bedside nursing. The course 
of study and practice continues over a 3-year period. During the first 6 months 
the student spends the greater part of her time in study. Upon completion of 
the preclinical period the student enters into a regimen of constant study and 
clinical experience in the various departments of the Permanente Hospital in 
Oakland, where her work is carried on under the guidance and supervision 
of the Oakland Hospital staff. No effort and no thought has been spared in 
constructing a course of studies which gives the student nurse an opportunity 
to acquire an excellent and basic foundation in the profession of nursing. 


COMPENSATION OF PROFESSIONAL PERSONNEL 
40.2% 


COMPENSATION 


OF NON-PROFESSIONAL PERSONNEL 
177% 


EDUCATION, CHARITY AND RESEARCH 





CHART 2, Distribution of total expenses, March 1952. 
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, 


The research activities sponsored by Permanente fall into 2 spheres. Clinical 
investigation concerned with the study of new diagnostic techniques and thera- 
peutic agents and the development of new knowledge of disease is supported 
and encouraged on the part of any interested member of the medical staff. <A 
number of research fellowships are maintained to further this work. Studies of 
cardiac drugs, agents for controlling the symptoms of peptic ulcer and other 
gastrointestinal diseases, insulin stress for the symptoms of arthritis, and medic- 
inal agents giving promise in hypertension are examples of the projects which 
are now underway. Apart from the clinical field, Permanente pursues a program 
of fundamental research which at present includes a study of the physiology of 
the regulation of the appetite and a project concerned with the disturbed cell 
chemistry in cancer and means which may possibly remedy it. 

The Permanente Foundation Medical Bulletin, which is published periodi- 
cally, is now in its 10th year. This periodical is “Dedicated to the advancement 
of medical care’ and is composed of new contributions to the field of medical 
knowledge largely from the staffs of Permanente hospitals and the Permanente 
Foundation. The Educational Proceedings for the Permanente Hospitals is pub 
lished 10 times a year and is essentially a record of staff lectures, educational 
seminars and of proceedings at weekly grand rounds. It is intended to provide 
reviews and new developments in the field of medicine which may prove useful 
in the care of patients. 


MEDICAL SOCIETY RELATIONS 


Progress in this field has been slow. The bright spot has been the excellent 
relations developed between the Alameda Contra Costa Medical Association 
and the Oakland Permanente physicians. This is in large part due to the enlight 
ened viewpoint of the local leaders of the medical society and to the help of 
their exceptional executive secretary, Rollen Waterson. The Los Angeles Med- 
ical Society has been very cooperative, as has been the San Bernardino County 
Medical Society 

Extensive efforts are being made to resolve our difficulties with San Francisco, 
Solano and Multnomah medical societies. It is interesting that the major 
element of concern is what the Permanente plan will do to individual practice. 
It has always been our contention that individual practice is here to stay and 
Permanente will not hurt it, but helpit. A recent medical economic survey shows 
that Oakland, which can be considered the stronghold of Permanente (1 in 8 of 
the population belongs to the health plan), has the second highest private physi 
cian income in the country. This means that Permanente takes care of people 
who ordinarily do not get or are unable to pay for medical care, and, secondly, 
that Permanente’s presence in a community may stimulate the population to 
be more medically conscious and to seek more care from their physicians. The 
county hospitals and welfare agencies are the only groups really losing patients 
in any appreciable numbers to Permanente. 


4 LOOK INTO THE FUTURI OPPORTUNITY UNLIMITED 


It is commonly stated that it takes 30 years to get a new idea across. 
Permanente’s tenth anniversary marks the end of the second decade of the 
existence of the fundamental Permanente concept. At the start of the third 
decade, new horizons are opening up. The lifting of barriers to the financing of 
facilities as demonstrated by the projected new construction, cannot help but 
make an impressive demonstration to the physicians and hospitals of the country. 
The excellence of these new facilities, their innovations, the quality of work 
being performed, the educational and research programs developed, will add in 
no small measure to their pyramiding evidence of worth and soundness. 

We are striving to prove (1) that high quality medical and hospital services 
can be rendered the people at a cost they can afford; (2) that this can be done 
to the benefit of all parties concerned—the people, the physicians and the 
hospitals; (3) last and not least, to prove that all this can be done by private 
enterprise without necessity for government intervention. Any doctor can so 
organize his work and his companions in practice to do the same job that a 
Permanente medical group is doing. There is nothing sacred or secret in the 
idea. This cannot help but become more evident in the coming years. 

There appears to be a definite acceleration evident in our progress toward 
these goals. The great interest displayed by doctors, labor, government and 
the people in the Permanente idea encourages us to believe that the accolade of 
“mission accomplished” cannot be too far off. It is appropriate at this time to 
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express our appreciation to all those who have worked with us, our trustees, 
our physicians and fellow workers, our health plan members, the medical 
societies, civic and union leaders, and the fair opposition. Opposition to change 
is natural and healthy; the effect of this opposition was to stimulate us to do a 
better job. 


[From the New England Journal of Medicine, October 50, 1952 
THE PERMANENTE PLAN’sS First 10 YEARS 


With the cost of medical care rising progressively, with insurance plans such 
as Blue Cross and B.ue Shieid forced to increase their premiums while their 
benefits provide for decreasing proportions of the faster rising costs, and with 
ess and less of the worker’s income from wages or salaries available for savings, 
it is a question whether the supplying to considerable segments of the people of 
some form of prepayment plan for total medical care can be indefinitely post 
poned. 

* at * + * % * 

Details of the plan are worthy of study, for, although Dr. Garfield’s presenta- 
tion might be interpreted as being tinged with enthusiasm and self-interest, the 
facts of its accomplishment are impressive. It has also been a financial success, 
In the 10 years since the plan was established and while it was developing, 
participating physicians and professional personnel have been paid $25.5 million, 
and over $10 million has been paid to nonprofessional personnel and $1.5 million 
to outside physicians and professional people. 

The organ zation consists of the following parts: a foundation that is a 
charitable trust providing facilities and funds for teaching, training, research 
and charity; a health plan that enrolls members, collects funds and apportions 
them among the hospitals, medical groups and administration; hospitals that 
ire nonprofit corporations operating medical centers; and medical groups of 
independent physicians organized in partnerships, each covering a regional 
service area. The incomes of the doctors in these groups compare favorably with 
those of physicians in private practice in the same area. 

In closing his report Dr. Garfield makes the following statement of the future 
and of the aspirations of the Permanente plan: 

We are striving to prove (1) that high quality medical care and hospital serv- 
ce can be rendered to the people at a cost which they can afford; (2) that 
this can be done to the benefit of all parties concerned—the people, the physi- 
cians, the hospitals; (8) last and not least, to prove that all this can be done 
by private enterprise without necessity for government intervention. * * * 

* * * The great interest displayed by doctors, labor, government and the 
people in the Permanente idea encourages us to believe that the accolade of 
“mission accomplished” cannot be too far off. The workers at Permanente feel 
that new horizons are opening up for the coming decade. * * * 

* * * The lifting of barriers to the financing of facilities, as demonstrated 
by the projected new construction, cannot help but make an impressive demon- 
stration to the physicians and hospitals of the country. The excellence of 
these new facilities, their innovations, the quality of work being performed, the 
educational and research programs developed will add in no small measure to 
pyramiding evidence of worth and soundness, 

Certainly, this plan is worthy of careful study by physicians throughout the 
country as one type of program that may not only erect further defenses against 
the encroachment of socialized medicine but actually provide more and better 
mnedical service, at lower cost, and at the same time maintain the dignity of 
both doctor and patient. 

In the 10th anniversary issue of the Permanente Foundation Medical Bulletin,’ 
issued in August 1952, Dr. Sidney R. Garfield traces the development and growth 
of the Permanente plan in the Pacific coast States. It was originally designed 
to meet the serious dearth of facilities and medical services in the San Francisco 
Bay area created by the mass dislocation of people into wartime shipbuilding. 
Actually, it evolved as the result of a decade of earlier attempts by a group 
of interested and far-seeing persons to provide the best hospital and medical 


1Garfield, S. R. Report on Permanente’s first 10 years (Permanente Found. M. Bull. 
6: 1-12, 1952) 
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care to average workers at a cost that they could afford. According to its 
director, the plan, as it actually worked out, was the outstanding wartime 
medical service outside the Armed Forces; the list of its achievements seems to 
bear out that estimate 

At the end of the war in 1945, when shipbuilding was discontinued and the 
workers were dispersed throughout the country, the relatively few who remained 
served as a nucleus for the continuation of the plan on a community basis. 
Now, in 1952, the Permanente plan serves 250,000 members in California, Oregon, 
and Washington, as well as large numbers of patients who are not members. 
The acceptability of the plan and its popularity are fully attested by the fact 
that new facilities are now under construction that will provide for an increase 
in membership to 400.000. 

The scheme was designed to eliminate the waste resulting from poorly planned 
facilities and from the ineffectual coordination both among the physicians them- 
selves and between them and the institutions in which they worked. It was 
accomplished by a well-coordinated group practice operating in well-planned 
medical centers. It is a prepayment plan based on the insurance principle for 
the provision of a comprehensive medical service. The fee for service was 
abolished, but all the prepaid funds have been going to physicians and hospitals. 
It has apparently been a successful experiment, designed to provide complete 
medical care of the highest quality to large groups of people at a cost that they 
can afford and that they can budget. One experiment deserving such scrutiny is 
the Permanente plan. 


{From San Francisco Chronicle, August 20, 1953] 


KAISER’S DREAM HospITaAL To OpEN IN WaLNuT CREEK 
(By Milton Silverman, Science Writer, the Chronicle) 


The hospital that couldn’t be built—a medical dream house for doctors, nurses, 
and especially patients—will be opened for public inspection Sunday at Walnut 
Creek, 

It’s the $2 million, 94-bed Kaiser Foundation Hospital to serve eastern Contra 
Costa County. 

Built like a rambling ranckhouse in a 7-acre garden, it is an air-conditioned, 
electronically operated struc.ure in which practically everything works with 
pushbuttons, including the bedpans. 

Almost every phase of the new hospital represents a revolution in hospital 
design, a revolution long urged by patients and staff members. 


8 O'CLOCK WAKING 


When the hospital opens officially next month patients will not be awakened 
at 5 a. m., or some other ghastly but standard hour, but at 8 o’clock. 

Instead of being greeted with a cold washrag in the face and a thermometer 
in the mouth, they can start with coffee and toast. Each room is equipped with 
its own electric coffeemaker and toaster, within arm’s reach of the patient. 

Each room is also equipped with a wash basin, running icewater, a radio with 
a choice of four stations or a phonograph, a telephone, a pushbutton to raise or 
lower the head or foot. of the bed, and a closet, all within arm’s reach. A patient 
will not have to clamber out of bed to get a drink, a bathrobe, or a lipstick. 


LANAI OUTSIDE 


Each room opens out to a lanai, or veranda, through sliding glass doors. The 
doors can be covered by sliding drapes which the patient opens or closes by a 
pushbutton. 

In the obstetrical wing an ingenious arrangement is used to move the baby in 
and out of its mother’s room, giving all the advantages of the living-in system 
but none of the disadvantages. 

When the mother wants the infant near her she pulls a contraption like a 
stainless-steel file drawer, and out slides the baby’s crib next to her bed. When 
the baby is scheduled to return the file drawer is pushed back and the baby 
rolls into its own private, air-conditioned nursery. 

A separate nursery is available for premature infants. 
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FATHERS’ ROOM 


Expectant fathers will also have their own room, equipped with free hot coffee 
and cigarettes. 

Planned by Dr. Sidney Garfield, medical director of the Kaiser Foundation, 
the new hospital has everything designed for the comfort of the patient. 

The price for private rooms will be $20 a day, while semiprivate rooms will cost 
$15.50 to $17.50 a day, substantially lower than the price charged by many old- 
fashioned institutions. 

Hospital officials claim the cost is being kept down by one part of the institu 
tion which few patients, and none of their visitors, will ever see. This is a long 
inside corridor running the length of each wing, and divided into streamlined 
units for each nurse, units which look like a cross between a new railroad com 
partment and the control room of a modern television station. 


NURSE’S POST 


Working at her post, each nurse will be in charge of eight patients 

“There is no need for her ever to go to another part of the hospital while she is 
on duty,” Dr. Garfield claims. “She will always be near her patients.” 

Each nursing post contains a desk and filing compartment for records, charts, 
X-ray photographs, medicines, food trays, and fresh linen for each patient 
There are also telephones, intercoms, red lights, green lights, yellow lights, and 
other assorted signaling devices, 

If the nurse needs drugs, these are delivered to her through a pneumatic tube 

If she leaves her desk to take care of an emergency with one of her patients, 
she pushes a button which sounds alarms in adjoining nursing stations 


NURSES LIKE IT 


“We've already tried this system in our new hospital in Los Angeles,” says Dr. 
Gartield. “It seems to work efficiently, it gives each patient more nursing care per 
day, and per dollar, than any other system, and the nurses seem to like it, too. 
They spend their time nursing, not running all over the hospital like errand 
boys.” 

Hospital officials announced the building will be open to public inspection from 
this Sunday, August 23, through the following Sunday, August 30. Visiting hours 
will be from 1 to 9 p. m. on each Sunday and on Saturday, and from 5 to 9 p. m., 
Monday through Friday. 

DOCTORS INVITED 


All doctors of east Contra Costa County were invited to a private preview show- 
ing from 1 to 9 this Saturday. 

When the hospital opens for rcutine operations, it will be open to patients of all 
qualified physicians in the area. 

“It has been built to bring the newest and best in modern hospital facilities to 
this rapidly growing suburban area,” Dr. Garfield said. “We hope it can help 
bring better health to our new neighbors.” 


[From American Journal of Public Health, vol. 42, No. 12, December 1952] 


MULTIPHASIC SCREENING OF LONGSHOREMEN WITH ORGANIZED 
MEDICAL FOLLOWUP’ 


E. RicHARD WEINERMAN, M. D., M. P. H., F. A. P. H. A.; Lester Brestow, M. D., 
M. P. H., F. A. P. H. A., Nepra B Bettoc; ANNE WaysuR; AND BENNO K. 
Mi~more, M. D., M. P. H., F. A. P. HA. 


Medical consultant, San Francisco Labor Council;’ chief, bureau of chronic 
diseases, California State Department of Public Health ;* associate statistician, 
morbidity research project, California State Department of Public Health; 
health educator, International Longshoremen’s and Warehousemen’s Union— 


1 Presented before the medical care section of the American Public Health Association 
at the 80th annual meeting in Cleveland, Ohio, October 22, 1952. 

27 At time of survey, medical director, Permanente Health Plan. 

* On leave. 
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Pacific Maritime Association Welfare Fund; and acting chief, bureau of chronic 
diseases, California State Department of Public Health and senior surgeon, 
United States Public Health Service; San Francisco, Calif. 


In the past few years multiphasic screening has become a widely accepted 
procedure for the early detection of unsuspected disease among apparently 
healthy people. The combination of many different technical and laboratory 
procedures for mass screening grew out of the successful single-shot case finding 
programs for syphilis, tuberculosis, and, more recently, diabetes. Large-scale 
projects in many communities have demonstrated the feasibility of multiphasic 
screening as a public health technic. 

Not previously investigated, however, has been the potentiality of multiphasic 
screening in medical care programs providing comprehensive services. As a 
method of preventing unnecessary complications of disease and of promoting the 
economy and effectiveness of medical service, the multiple testing procedure 
should offer many advantages to medical care organizations and to health-con- 
scious consumer groups 

The decision of the International Longshoremen’s and Warehousemen's Union 
and the Permanente Health Plan to organize a multiphasic screening program 
afforded a unique opportunity to study: 

1. The results of medical followup of multiphasic screening when there was 
no charge to the individual participant for diagnostic and treatment service, 
and when all records were available through one medical care organization. 


2. The costs of the screening tests and of followup services. 


ORGANIZATION OF THE PROJECT 
Special characteristics 


Three features characterized the program as developed for the longshoremen 
in the San Francisco Bay area. First, a well-organized consumer group—the 
union—took the initiative in instituting the project and assumed a large share 
of the responsibility for its preparation and organization, thus providing the 
best possible foundaton for a successful public-health enterprise. Second, through 
the medium of a joint labor-management welfare fund,* the workers were covered 
for comprehensive medical care under a prepayment plan which maintains group 
medical center facilities throughout the bay area. Thus, no financial barriers to 
complete follow-up of positive test findings faced the individual longshoremen, 
and one difficult problem of mass screening could be avoided. Third, a wide 
array of public and voluntary health agencies in San Francisco actively par- 
ticipated in the planning and conduct of the case finding endeavor. In this way, 
costs were spread, the scope of service was extended, and widespread community 
interest and support were developed. 

Numerous special problems had to be solved. A group of skeptical workers 
scattered over SO miles of waterfront had to be persuaded to travel to the union 
headquarters and undergo a battery of strange-sounding tests, often missing 
thereby a day’s work. Many of these men had been unaccustomed to regular 
medical attention and were suspicious of health examination procedures because 
of their misuse in employment practices in the past. The workers represented 
many cultural and language groups and every level of education. The summer 
vacation period, plus heavy work schedules, added to the difficulty of getting 
the longshoremen to the test station. Men with positive tests had to be referred 
to one of several medical centers. Finally, the very proper insistence of the 
union on protecting the personal privacy and job security of its members neces- 
sitated special efforts to maintain the confidential nature of all records. 


Educational campaign 

One early lesson of the project was that the educational campaign among 
the workers became effective only when the union itself assumed responsibility 
for disseminating information about the health tests and encouraging members 
to participate. As the regular channels and procedures of the union were opened 
‘up, the workers themselves—using familiar language and accustomed ap- 
proaches—carried on the campaign. 

The union health committee of rank and file members assumed the main 
responsibility, with assistance from a full-time staff worker assigned by the 








‘The International Longshoremen’s and Warehousemen’s Union—Pacific Maritime Asso- 
ciation welfare fund. 
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welfare fund and with technical guidance provided by a committee of profes- 
sional health educators. Work priority was guaranteed to all men who lost 
job time because of participation on the health committee. 

The committee utilized every possible aspect of usual union routine—and 
invented some ingenious new techniques. The program was discussed at mem- 
bership and officers’ meetings; all regular publications of the union were used 
and a special health test bulletin issued; leaflets and posters. concerning some 
of the diseases detectable by the tests were widely distributed on the waterfront 
and at the pay windows. Leaders of each work gang surveyed their members 
and reported to the committee on the levels of information and acceptance. A 
special mailing to each member’s home, including a union-devised pamphlet 
entitled “Are You Shipshape?’ preceded the opening date. 

A fairly level rate of participation was maintained throughout the actual 
testing period by the continuous efforts of the union health committee. Members 
who had completed the tests wore special health test buttons. A prominent 
health test stamp placed in the union book of each man tested enabled gang 
stewards to check the members regularly. The entire machinery of the hiring 
hall and the dispatching system was utilized to encourage Maximum participa- 
tion: work gangs were actually dispatched to the tests according to a schedule; 
loudspeaker announcements were made regularly in the hiring hall; job dispatch 
slips were stamped with a health test reminder; and careful records of response 
were kept with followup letters sent to leaders of delinquent gangs. 

Progress reports were prominently displayed so that the entire organization 
was stimulated to establish the best attendance record possible. As a result 
of this educational effort, some 4,000 out of an estimated 5,200 eligible and 
available members presented themselves for testing during the 7 weeks of the 
project. 


Organization of the screening program 


The testing facilities were established on the second floor of the union hiring 
hall on the San Francisco waterfront. The union supplied furnishings, and 
technical equipment was provided by the Permanente Health Plan and the various 
cooperating community agencies. Permanente and the labor-management wel 
fare fund defrayed expenditures for payroll and supplies. The statistical 
analysis phase of the program was conducted by the State department of 
public health. 

Right public and voluntary community agencies provided equipment and 
personnel for the testing program. Table 1 summarizes these contributions 

Under the overall direction of the medical director of the Permanente Health 
Plan, a committee of representatives from each of the participating agencies 
met frequently for the determination of general policy. The working staff con 
sisted of 2 administrative supervisors, 12 full-time and a variable number of 
part-time and volunteer technicians, 5 clerks and a union volunteer group which 
maintained traffic control and assisted in general maintenance. A carefully 
designed record system facilitated the followup and the statistical evaluation 
of the project. 

Men with positive test results were referred to the Permanente medical center 
nearest their homes, being given appointments either for confirmatory laboratory 
procedures or for appropriate medical visits. Further letters were sent and 
phone calls were made to nonresponders in a concerted effort to attain maximum 
medical followup. Thus 72 percent of those with positive test results responded 
for medical followup within 4 months after the tests were concluded. 


TABLE 1.—Contributions by Participating Community Agencies to Multiphasic 
Screening of Longshoremen, San Francisco, 1951 


California Bureau of Vocational Rehabilitation— 

Provided trainee personnel for clerical and semitechnical work in testing 
program. 

California State Department of Public Health— 

Provided consultants in organization, health education, statistical, and lab 
oratory technics; performed serologie tests for syphilis; loaned Clintron blood 
sugar equipment: provided audiometry personnel and equipment; provided 
health education materials; prepured statistical analyses. 

California State Harbor Commission 
Renovated premises and installed special electrical wiring system. 
San Francisco City and County Health Department 
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Provided public health consultants; performed serologic tests for syphilis ; 
loaned part-time audiometrist. 
San Francisco Heart Association— 
Provided equipment and paper for electrocardiograms. 
San Francisco State College— 
Provided audiometry supervisor and technicians. 
San Francisco Tuberculosis Association— 
Provided equipment, technician, film and radiological readings for 70 mm. 
chest X-rays. 
University of California School of Public Health 
Provided general consultation; made available part-time laboratory tech- 
nician and administrative supervisor. 


CHARACTERISTICS OF THE POPULATION TESTED 


The San Francisco Bay area longshoremen cannot be considered represent- 
ative of the urban labor force. Besides being entirely male, the group is char- 
acterized by a large proportion of workers in the older ages and by the par- 
ticular conditions of longshore work. 

As indicated in table 2 and figure 1, the group tested was significantly older 
than the employed male population in the area, with a median age of 49 years. 
In 1951 the average annual income of San Francisco longshoremen was about 
$5,000 and the economic status maintained since 1939 has compared favorably 
with other industrial workers in the area. Prior to this time, the income levels 
of these longshoremen had been relatively much lower. Almost 70 percent of 
the men tested work as basic cargo handlers, which involves heavy and often 
dangerous manual labor. A minority of the union membership is occupied in 
supervisory, clerical, or mechanical operations. 

Over one-third of the members have longshore work histories of 20 years 
or more. Another large group came to the San Francisco docks during World 
War II, many of these already in the middle and later years of life. Thus, 
the group represents the somewhat unusual combination of relatively well-paid 
manual laborers in the older age brackets. 


60% ee 
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Fievre 1—aAge distribution of longshoremen tested and of employed males in San Fran- 
cisco-Oakland metropolitan area. (Source: Table 2.) 
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TABLE 2.—Age distribution in percentages of 3,994 longshoremen tested and 


c 
employed males in San Francisco-Oakland metropolitan area 


4 





Pe tage 
Age group 
Longsho Employed 
st sles 
Male, 14 years and over 100 100 
14 to 24 ) 
25 to 34 9 0) 
35 to 44 2 26 
45 to 64 7 a1 
65 and over 7 4 
M ize 4y 39 


June 18 to Aug. 7, 1951. 


U. 8. Bureau of the Census, 1950 Census of Population, Pre 
’ Less than 0.5 


ninary Reports, Series PC-5, No. 45. 





14] 


~ 


HEALTH 





INQUIRY 


2 ~ 





siclan 





J 








Afe 1 





= 
~ oi 





948 









































HEALTH INQUIRY 1413 


TaBLE 4.—Results of diagnostic followup of longshoremen, June 18—Nov. 30, 1951 


Result Numb Percentage 
( te “ 

\f \ nh or T t x 

W 
ID esp i n 26. 2 
Responded t llowup 1, 82 2.2 10 
A » ing 8 
Oo e diagnoses completed BUR 
All f ings hegativ 222 12 

or More Positive diagnoses 1413 35.4 7 
4]] previously known 64 4 
Or ru e newly overed (19.4 4 


METHODS FOR SCREENING AND DIAGNOSTIC FOLLOWUP 


Table 3 shows the 12 tests used, the methods, screening levels, and followup 
procedures in event of positive test results. The self-administered medical 
history (82 questions modified from the Cornell Medical Index) was originally 
intended as a screening test. This plan was abandoned because of the very 

gh referral rate that would have resulted Actually, 77 percent of partici 
pants gave 1 or more affirmative answers; 41 percent gave 3 or more. However, 
the medical history forms did serve as supplemental information to physicians 
who examined persons referred to them because of some other positive screen- 
ing test result. 

One potential bottleneck in the array of tests was avoided by the simultaneous 
use of 2 direct-writing electrocardiograph machines with four sets of electrodes, 
3 examining tables, and 3 or 4 technicians. In this way, 30 six-lead electrocardio 
grams could be completed per hour. 

Followup in event of a positive screening test result usually began with 
direct referral to a physician. Those with positive vision tests saw an optome 
trist first. In other cases referral to a physician was contingent upon results 
of a confirming X-ray or laboratory procedure so-called secondary screen! 


Participants with three or more positive screening tests were referred directly 
to a physician. 

Except for direct referral of those with positive vision and hearing tests to 
eye and ear specialists, all initial physician referrals were to a small group 
of general physicians and internists who had been especially oriented to the 
health problems on the waterfront and the procedures necessary to the success 
of the program. They called upon consultants as necessary, but continued as 
the personal physicians of those men referred to them during the program. 


RESULTS OF SCREENING TESTS AND DIAGNOSTIC FOLLOWUP ® 


The overall results are summarized in table 4 and figure 2. Almost two 
thirds of the men tested had 1 or more positive screening tests and 72 percent 
of these obtained followup service during the 4 months following completion 
of screening. More than three-fourths of those responding to medical followup 
had positive diagnoses confirmed, while another 10 percent had diagnoses 
pending. Some 35 percent of all those tested had at least 1 positive diagnosis 
confirmed. Over half of these, representing one-fifth of the total tested, had 
at least one condition newly discovered as a result of the program. 

*Test and initial followup results are summarized in this section; a full report of 
statistical findings and their analysis, together with data on completed treatment and 
ultimate disposition of positive cases, is in preparation for separate publication 
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EACH REPRESENTS 399 MEN 
OR 10% OF THE TOTAL 


FIGURE 2 Results of Diagnostic Followup of Longshoremen, June 18 to November 30, 
1951. (Source: Table 4.) 


Results of followup by test 

Table 5 and Figures 3a-3d present the findings for each test. There was a 
relatively high rate of positive tests for vision, hearing, blood pressure, and 
electrocardiograms—from 13 to 24 percent being referred for each of these 
tests. Weight and serologic tests for syphilis were also prominent as causes 
for referral (fig. 3a). 

The relatively poor followup for those with positive vision and hearing tests 
(fig. 3b) suggests that when the screening result was known to the individual 
and not considered serious there was less motivation toward definitive medical 
care. When vision and hearing categories are eliminated, the success of the 
general followup efforts appears more satisfactory. 

The proportion of positive diagnoses among those with medical followup is 
a rough indication of the validity of the test procedures (fig. 3c). Thus the 
hemoglobin and urine sugar tests held up least well, with the blood sugar 
and the serologic procedures somewhat better. The other tests yielded diagnostic 
confirmation in over two-thirds of the cases followed up. 

Since the detection of previously unknown cases is the major purpose of 
multiphasie screening, it is important to note that the following proportions of 
new cases were found: about 5 percent each of those receiving the vision, blood 
pressure, and electrocardiogram tests; about 2 percent for weight and hearing; 
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and from 0.4 to 0.9 percent for chest X-ray, serologic test for syphilis, blood 
j ind urine sugar, and urine albumin tests. The hemoglobin test led to a positive 
diagnosis in only one case (fig. 3d). 
In evaluating these results, it must be remembered that almost 28 percent of 
those screened out were not followed up medically. These figures, thus, se- 
riously underestimate the prevalence of morbidity among the group tested 


100% 





00% — 





z 

7 $5 2 zi; z 
» 3 2 8 3 : Bes s 3 
§ ¢§ 2.23 3 3 § 5 . ee § 3 2 

. <4 sf ° =: > 
2 2 4.5, £20 68 © F = . 3 gi ead 

z = a + | a 

pe ag 8 Ga Sars PEER ERE EE 
2 2 $ . 2 
srs & oe $$ ¥ S228 2h $s § 
BRR vosirrive Tests fi] necarive TESTS | ee [E=Jo0 not nespono 
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Test. in Total Tested, by Test. (Source: Diagnostic Follow-up Among Those with 
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Ficure 3c—Per cent of Men with Positive Ficure 3d—Per cent of Men with Newly Dis- 
Diagnosis Among Those with Completed covered Positive Diagnosis in Total Tested, 
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Eaperience with specific tests 

Further indications of the value of specific tests in this multiphasic battery 
may be cited from the data to be presented in the final report. The 70 millimeter 
X-ray, as interpreted in this experience, resulted chiefly in the detection of pul- 
monary disorders. All cardiac cases detected by X-ray were also screened out 
by blood pressure or electrocardiogram, and many cardiac cases were not indi- 
eated at all by the X-ray. 

Diastolic blood-pressure readings proved twice as indicative of confirmed 
disease as did the systolic. Blood-pressure measurement led to the diagnosis 
of 228 cases of confirmed cardiovascwar disease in which both the electro- 
cardiogram and X-ray were negative 

The value of electrocardiograms in this particular age and occupational group 
was demonstrated. This procedure led to the diagnosis of 156 cases of cardio- 
vascular disease in which both blood pressure and X-ray findings were negative. 

Both blood and urine sugar tests were positive in less than half of the con- 
firmed cases of diabetes, with an approximately equal number of cases screened 
out by either test alone 





Specific diagnostic results 


Of the 3,994 men tested, 2,521 had 1 or more positive screening tests. Table 
6 shows the total diagnostic findings among 1,413 of these men who had received 
1 or more positive diagnoses. It reveals that 1,087 new diagnoses were estab- 
lished, 1,107 previously known conditions were noted, and 124 diagnoses were not 
stated as new or previously known. Particularly significant are the instances 
of newly discovered disease detected as a result of the specific battery of tests: 
6 active or possibly active pulmonary tuberculosis, 1 lung and 2 esophageal can- 
cer, 28 syphilis, 46 diabetes, 138 obesity, 210 refractive errors, 85 impairment of 
hearing, 339 cardiovascular disease, and 6 nephritis. 

In addition, many other important disease conditions not related to the screen- 
ing tests were first discovered during the examination which followed referral 
for some positive test. These included 4 malignant neoplasms, 50 nervous-system 
disorders, 47 respiratory conditions, and numerous other important diseases. 

A further byproduct of this multiphasic screening venture was the establish- 
ment of medical supervision for many of the conditions which, although pre- 
viously known, had been neglected. 
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TasB_e 6.—Newly discovered and previously known diagnoses, by selected 
diagnostic categories 


Number of cases 
Sixth re- 





Diagnostic category veston . 
‘ interna Newly Previ- N 
tional list Total dis- ously t rad 
No covered known sean 
Total diagnoses 12,318 1, O87 1, 107 124 
I, Pulmonary tuberculosis 002 2 6 5 | 
Syphilis and its sequelae 022-029 175 28 136 il 
Other infective and parasitic diseases 2001-138 31 15 15 1 
II, Malignant neoplasms 140-205 ll 7 4 
Benign neoplasms 210-239 6 4 2 
III. Diahete llitu 260 79 46 30 } 
Obesity 287 378 138 213 27 
Other allergi endocrine, metabolic and 
nutritional diseases 3 240-289 36 17 17 
IV. Diseases of the bloo¢c and blood-forming 
organs 290+ 299 2 2 
V. Mental, psychoneurotic, and personality 
disorders 300-326 17 7 | 8 2 
VI. Refractive errors 380 397 210 72 15 
Impairment of hearing 398 224 85 131 ‘ 
Other diseases of the nervous system and 
sense organs 3 330-398 106 50 47 9 
VII. Chronic rheumatic heart disease 410-416 8 5 3 
Arteriosclerotic and degenerative heart 
disease 420-422 149 v9 48 2 
Hypertensive disease 440-447 144 ISS 143 13 
Other diseases of the circulatory system 3 400-468 70 47 21 2 
eee 
VIII. Acute respiratory infections fk i i4 Y 2 3 
Silicosis and occupational pulmonary fib- 
roses §23 6 4 1 l 
Other diseases of the respiratory system 3 470-527 65 3 25 fi 
IX. Diseases of the digestive system 530-587 51 19 28 { 
X. Nephritis and nephrosis 590-594 y 6 2 1 
Other diseases of the genitourinary system 600-637 34 22 2 . 
XII. Diseases of the skin and cellular tissue 690-716 14 6 6 2 
XIII. Diseases of the bone and organs of move- } 
ment 720-749 23 8 14 I 
XIV. Congenital malformations 750-759 4 3 1 
XVI. Symptoms and ill-defined conditions 780-795 46 22 14 4 
XVII. Injuries. ...... ag 800-999 7 elie 6 1 
1 1,413 men had one or more positive diagnoses 


2 Y03 and residual 
* Residual 


Factors influencing the pattern of diagnoses 


Obvious factors affecting the pattern of disease revealed by the multiphasic 
screening program for the group as a whole are the older ages of these men, their 
occupation, and the specific array of tests upon which medical referrals were 
based. Within the group, occupational differences in detected morbidity were 
not striking. As expected, however, disease rates showed a marked correlation 
with age. Seventy-seven percent of those with one or more positive diagnoses 
were over 45 years of age, while this age group comprised only 64 percent of the 
total population under study. 

A striking disease factor was that of overweight. Previous knowledge of the 
extent of obesity in this group of workers had prompted the designers of the pro- 
ject to establish the screening level as 40 percent above the ideal weight. Yet, 
almost a 10th of the total group exceeded this level, and over two-fifths of the 
men were 20 percent or more overweight. 

The degree of overweight did not increase directly with age. While the propor- 
tion of men 20 percent or more overweight was significantly higher ° among those 
45 years of age and over, this age group did not contain a significantly higher 
proportion of men 40 percent or more overweight. The reason may be that grossly 
overweight men in the older age groups tend to leave the industry through death 
or disability. 

Table 7 and figure 4a indicate the influence of weight among men positive to 





In all references to significance, chi square test at .01 level was used. 
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selected screening tests. Most pronounced is the relation of hypertension and 
positive urine albumin to weight level. The men 40 percent or more overweight 
also showed significantly higher rates of positive findings for electrocardiogram 
and blood sugar tests. 

Table 8 and figure 4b reflect similar relationships for persons with positive 
clinical diagnoses. The proportion of men with positive diagnoses (excluding, 
of course, the diagnosis of obesity) increases with the degree of overweight 
Hypertensive disease shows the most striking correlation with weight level 
Among those 40 peicent cr more overweight, the diagnosis of diabetes was 
significantly more frequent than in the total group. Other cardiovascular-renal 
disorders were not significantly related to weight. 

Further investigation is definitely needed to clarify the relationship of the 
socio-occupational conditions affecting longshoremen, the high obesity rates 
among this group, and the prevalence of metabolic and cardiovascular disorders 


TABLE 7.—Weight classification’ of men tested, men with positive results in 
selected tests, and percentage positive in each weight classification 


Men with positive test ? 


Weight classification ! Men ’ _ 
Blood Electro- 
tested . Urine Blood Urine 
pressure cardio ‘ } . 
sugal sugar albumin 
gram 

Total men — b ; 3, 904 837 666 199 156 92 
40 percent or more overweight 360 145 S4 21 25 17 
20 to 39 percent overweight 1, 359 355 240 77 51 29 
10 to 19 percent overweight 1,011 166 172 48 31 25 
Within 9 percent of ideal weight 1, 176 160 154 4u 46 2¢ 
More than 9 percent underweight 86 11 16 4 3 l 

Not stated ___. an ki 2 
Percent *| Percent *| Percent *®| Percent ?| Percent 
Total . al it onde - 21.0 16.7 5.0 3.9 2.3 
40 percent or more overweight ; 40.3 23.3 5.8 6.9 4.7 
20 to 39 percent overweight 4 se 26.1 17.7 5.7 3.8 2.1 
10 to 19 percent overweight cat s 4 16.4 17.0 4.7 3.1 2.5 
Within 9 percent of ideal weight. ._...)......- 2 13.6 13.1 4.2 3.9 2 
More than 9 percent underweight ‘ J 2.8 18. 6 4.7 3.5 1.2 


1 Weight classified according to the deviation from the midvalue of the ideal weight range for men of 
medium frame, ages 25 and over. Statistical Bull. Metropolitan Life Insurance Co. 24:6-8 (June), 1943 

2 Unsatisfactory tests were considered negative. 

+ The base for each row of percentages is the number of men tests in that weight classification 
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TABLE 8 
one or more positive 
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diagnoses,’ and with selected diagnoses 


Men with selected diagnoses 











Weight classification of men tested, and numbers and percentages with 


Men wi Other 
W ht t Men ti Hyper- Arterio- clronbe Nephritis 
‘ t x wsitive . ircula- 
; “ws test I Stake tensive | sclerotic tors Diabetes and 
lap 0 
. disease heart vetam | mellitus nephrosis 
7 440 disease eno (260) (591 
447 420 (400-416, 593) 
: “d 421-434, 
450-468) 
t ne 3, 904 1, 274 344 142 83 7¥ v 
4/ p er re 

7 t 360 { 64 14 ( 14 2 
20 to 39 1 erw ht 1, 359 472 154 62 2 26 5 
10 19 perc I ht 1,011 0) 71 33 30 18 2 
Within 9 perc 

Ww ht 1, 17¢ 4 28 20 18 
M han 9 p der 

Ww ht RE 2 1 1 
Not stated 9 

Perce Percent Percer Percent Percent? | Percent? 
Total 31 g. f ( 2.1 2.0 0.2 
40) 

Ne ht 39.7 17.8 3.9 1.7 3.9 .f 
20 to 39 perc overweight 4.7 4. f 1.9 1.9 4 
10 to 19 perc overwe t 30) 3.3 3.0 1.8 2 
Within 9 pe t of é 

weight 28. 1 4. { 2.4 hid 1.5 
More tha ‘ t 

weigl 26. 7 1.2 1.8 1.2 3.5 

! Omitti wi ywnosis was obesity (287 
? The base for each row percentages is the number of men tested in that weight classification. 
— LS 50% 
roune 4b | 
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Extent of Prior Physicians’ Care 


Questions asked at the time of screening indicate that only 19 per cent of 


those with subsequently confirmed diagnoses were then under a physician’s care. 


Thus, relatively few longshoremen with significant disease were under medical 
attention despite the fact that this group had access to comprehensive care by 
This reemphasizes the role of multi- 


virtue of their prepaid union 


phasic screening in bringing to medical attention both new cases and old cases 
not under treatment. 


health plan. 
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Nonresponse to Medical Followup 

A special investigation was conducted among a sample of the 660 men who did 
not respond to medical referral. Factors related to nonresponse included occu 
pational status and type of screening test. An important influence indicated 
during the personal interviews with nonresponders was the general feeling 
among this group of waterfront workers that medical care is unnecessary and 
even unmanly unless persistent symptoms of disabling illness exist. This rather 
frequent concept among the entire group stands in sharp contrast te the commor! 
contention that peome flock to abuse medical service once the economic barriers 
are removed. 


ESTIMATED COSTS OF SCREENING AND MEDICAL FOLLOWUP 


Cost of Screening Procedures 

Cost analyses for the conduct of the screening tests, including administrative 
aspects of the referral process, are presented in table 9 in two parts: the esti 
mated value of services and materials supplied by the participating agencies 
and the actual cash expenditures. The total cost of screening the 3,994 long 
shoremen was $20,100, or $5.04 per person. Two-fifths ($8,250 or $2.07 per 
person) consisted of cash expended by the health plan, the union, and the 
welfare fund which jointly sponsored the project. The remaining three-fifths 
($11,850 or $2.97 per person) was contributed in the form of direct services or 
materials by these sponsors and the many cooperating health agencies of the 
community. 

The significance of differentiating between the actual cash outlay and the 
total estimated screening costs lies in the fact that a health test program of 
this kind in any similar urban community can call upon the available services 
and personnel of a host of local health agencies. Thus, the “new” costs of such 
a project can be minimized to the degree that general community support is 
sought and obtained. On this basis, the “new cash” cost of the screening pro 
gram for longshoremen in San Francisco was $2.07 per person tested. 

TaBLe 9.—Direct and contributed expenses in multiphasic screening of 3,994 
longshoremen 





Estimated 
Dire valt | 
Agency ex] . trit ted tot , 
rvices 
Permanente organizatior $47 0 $3 500. Of ER 250. 0 
ILWU and welfare fund 3, 500. 00 2 700. 00 6. 200. 
Participating community agencies 5. 150. 00 150. Of 
Volunteer personnel 00. 00 BOO. O 
Total 8 250. 00 11. 850. 00 20, 100. 0 
Cost per person tested 2 07 2 97 5 04 


1 See table | 
Cost of diagnostic followup 

Estimates of the cost of medical followup are presented in table 10 for the 
initial 4 months during which the diagnostic evaluations were conducted For 
every case referred with one or more positive screening tests and followed up 
in the Permanente medical centers, record was made of each physician or 
optometrist visit, laboratory test, and other diagnostic procedure. Unit cost 
figures furnished by the Permanente Health Plan were then applied to the totals 
of services rendered, and overall costs thus computed. These costs—$4.09 per 
person tested or $8.98 per person responding to followup—are essentially for 
diagnostic services, although they do include some concomitant treatment as 
rendered during the workup in the physician’s office. Estimations of the cost 
of hospitalization and of specialized and long-continued therapy, not yet avail 
able, will be presented in a later report. All expenses of the medical followup 
were borne by the health plan as part of its prepaid medical care service to the 
union membership group. The relatively low followup costs.reflect the economies 
of group medical center organization under prepayment. 
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Overall costs for screening and diagnostic procedures 

The total estimated costs for the conduct of the screening and initial followup 
program (not including most of the therapeutic management of positively 
diagnosed cases) are, thus, about $36,450, or some $9.13 per person tested.’ 


TasB_e 10.—Estimated costs for the first 4 months of medical followup of 1,820 
longshoremen responding to referral from multiphasic screening program 


Number 





Followup procedur visits or Estimated Estimated 
=e f ’ unit cost ! total costs 
tests 
Physicia ffice t 2 981 $4. 09 $12, 192. 29 
Optometrist office visit 384 2. 25 864. 00 
Laboratory test 1, 270 ¢ 1. 175. 00 
X-ray examinatior 344 | 5.3 1, 850. 72 
Other procedures ? 270 1. 00 270. 06 
Total ‘ 16, 352. 01 
Cost per person responding to diagnostic followup 8. 98 
Cost per person tested 4 4.09 
Unit cost estimates provided by Permanente Health Plat 
2 Other procedures include electrocardiogram, basal metabolic rate determination, biopsy, and spinal-fluid 


examination 
SUMMARY AND CONCLUSIONS 





1, Successful multiphasic screening with organized medical followup of some 
4,000 longshoremen in the San Francisco Bay area was made possible by the 
active cooperation of the union, the joint labor-management welfare fund, the 
prepaid medical-care plan in which the workers were enrolled, and the public 
and voluntary health agencies of the community. 

2. A battery of 12 laboratory and other tests set up in the union hiring hall 
on the waterfront screened presumptive cases for clinical followup in the group 
medical centers of the Permanente Health Plan. 

3. Diagnostic evaluation of men with positive test findings revealed significant 
amounts of disease and defect not previously known or not medically controlled. 

4. A striking health problem among the longshoremen was obesity, which 
showed a significant correlation with hypertensive disease and diabetes. A pro- 
gram of weight control should offer significant benefits to this group. 

5. The overall costs of screening and initial followup seem modest in terms of 
the health values achieved. ‘These include positive health education, early de- 
tection of disease, more timely application of medical care, and delineation of 
controllable public-health problems. 

G6. The data strongly indicate the need for careful epidemiological studies of 
the relation between the socio-occupational status of industrial workers and 
their pattern of disease and disability. 


[From the Permanente Foundation Medical Bulletin, vol. IX, No. 1, January 1951] 
A MORBIDITY STUDY OF THE PERMANENTE HEALTH PLAN 
POPULATION; A PRELIMINARY REPORT 
ARTHUR WEISSMAN ’* 


This is the first of a series of reports based on a study of the Permanente 
Health Plan membership in the San Francisco Bay area.” The study was con- 





7 As a result of this pilot experience, the Permanente Health Plan now offers multiphasic 
gerecning prior to a physician visit for all plan members who seek a periodic health 
checkup. 

1 Supervisor, morbidity research project, California Department of Public Health. 

2 This study was conducted jointly by the California Department of Public Health and 
the Permanente Health Plan. The department of health is interested in the development 
and evaluation of methods of obtaining morbidity data on a current basis. The morbidity 
study reported herein is part of a larger study by the department on methods of morbidity 
measurement. The health plan, in addition to the interest in morbidity research, is con- 
cerned with methods of measuring utilization of services. 
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lucted during the year period from May 1, 1949, to April 30, 1950. It was 
lesigned to obtain information on (1) morbidity in the health plan population ; 
2) utilization of health plan services; and (3) utilization in relation to morbid 
ity. Two major objectives of the study were (1) to determine the problems 
nvolved in, and evaluate methods for, obtaining morbidity and related data 
for prepaid medical care supplied through group practice, and (2) to furnish a 
basis for planning a continuing statistical program for the health plan 


PERMANENTE HEALTH PLAN 


Chere are six Permanente Health Plan facilities in the bay area heir loca 
ions are listed below: 

1. Combined hospital and outpatient department—Oakland, Alameda County 
Combined hospital and outpatient department—Vallejo, Solano County ; 
Outpatient department—Richmond, Contra Costa County ; 

4. Hospital—San Francisco, San Francisco County 
5. Outpatient department—San Francisco, San Francisco County ; 

6. Outpatient department—South San Francisco, San Mateo County. 

The center of this network is the Oakland Permanente Hospital and out 
patient department. Health plan members may obtain services at any of the 
facilities, 

The health plan services include: Hospitalization; inpatient professional and 
ancillary services, including drugs and medicines; outpatient professional and 
ancillary services; home-call services by physicans and nurses; and ambu 
lance service. Persons eligible for comprehensive coverage (B coverage) are 
entitled to 111 days of hospital care for each illness or injury. Persons eligible 
for limited coverage (C coverage) are entitled to 30 days of hospital care, 
and an additional 81 days at half rates; private rates are charged for drugs and 
medicines during the 81-day period. For persons with C coverage, X-ray, 
laboratory, and physical therapy services are provided at half rates 

There is a dollar charge for each outpatient clinic visit and a two-dollar 
charge for a home call by a physician, 

Enroliment is either on a group or an individual basis. Subscribers who 
join on 2 group basis are entitled to B coverage: their family dependents, and 
other subscribers and families joining on an individual basis, are entitled to 
C coverage. The subscription rates for group and individual members are the 
same: one person, $3.10 a month; subscriber and one family dependent, $5.05; 
subscriber and two or more family dependents, $5.95.2 Certain individual ap 
plicants who are substandard risks are accepted upon payment of a surcharge 
All individual applicants are subject to medical review based upon replies to a 
questionnaire 

There is no age limitation for subscribers under group contracts. If the 
spouse of a subscriber is over 60 years of age, he or she must pass a medical 
review to be accepted as a member. Applicants for individual membership 
who are over 60 years are accepted with a surcharge of $3 a month, the upper 
age limit being 70 years. Newborn children of members become eligible for 
membership on the first day of the mont h following discharge from the hospital. 

The health plan contracts exclude the following diseases, injuries, and condi- 
tions: mental illness or disorder ; attempts at suicide or other intentionally self- 
inflicted injuries or illnesses; tuberculosis; alcoholism; conditions covered by 
workmen’s compensation; service-connected conditions: dental care; corrective 
appliances; conditions resulting from a major disaster or epidemics; contagious 
diseases, and diseases requiring isolation, including poliomyelitis and its compli- 
cations. In practice, however, certain services are provided for some of these 
diseases and conditions. 

Preexisting conditions are not excluded; for such conditions, physicians’ serv- 
ices are provided at no extra charge, but for other services half rates are charged. 

At the beginning of the study period, on May 1, 1949, the Health Plan member- 
ship was approximately 70,000 persons. A year later, on April 30, 1950, the 
membership had increased to approximately 110,000 persons. 





% However, where payments are made through payroll deductions, subscription rates 
are 40 cents lower per family unit. 
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SCOPE AND METHODS OF THE STUDY 


During the period of study, diagnostic and related information was obtained 
on illnesses of Health Plan members and, in relation to these illnesses, informa- 
tion was obtained on the following services* provided to members: 

Hospital: Admissions and days. 

Outpatients: Visits to a physician; laboratory, X-ray, physical therapy, and 
minor surgical services. 

Home: Physicians’ and nurses’ home calls. 

In addition to diagnostic and utilization data, information was obtained on 
the age, sex, and other characteristics of the members receiving services during 
the study year. 

Statistical puncheards provided information on the composition of the health 
plan population, information essential for deriving morbidity and utilization 
rates. 

Two basic methods were employed in collecting morbidity and utilization data. 
During the first half of the study year, summary schedules were maintained 
for each health plan member who received any one or more of the services 
outlined above. Entries were transcribed currently onto the summary schedule 
from corresponding entries made by physicians in the patient’s medical rec- 
ord. To insure uniformity in schedule entries, a form, prepared for use in the 
medical records, was drafted, pretested, and adopted after review and revision 
by Permanente physicians. Instruction sessions on the use of the form as well 
as on the purpose of the study were held with small groups of physicians and 
ancillary personnel prior to the beginning date of the study. 

During the latter half of the study year, an individual punch card method 
of collecting data was substituted for the summary schedule method. The punch 
card was designed to obtain the same items of information previously entered 
in the medical record for purposes of this study. Cards were prepared for each 
outpatient visit, for each period of hospitalization, and for other services. From 
identifying data punched into the cards, all cards for the same individual were 
assembled mechanically at the end of the study. Also, at the end of the study, 
these assembled cards and the summary schedules (described in the preceding 
paragraph) were collated manually to bring together the data for each health 
plan member who used the plan during the study year. 

Data for a 10 percent sample of the entire health plan population have been 
processed and tabulated. The 10 percent sample consists of all members whose 
permanent file numbers end in zero. Permanent file numbers are issued serially 
to persons joining the plan. Diseases and injuries were coded according to the 
three-digit World Health Organization code." 

A more detailed account of the methods and forms used in this study will 
be presented in a later report. 


SCOPE OF THIS REPORT 


Population, utilization, and morbidity data for the 10 percent sample of the 
Permanente Health Plan membership furnish the basis for this preliminary 
report. In the tabulations for this report, new members who joined the plan 
during the study period and members who left the plan prior to the end of the 
study period were excluded from the sample. Thus, the sample is limited to 
persons with a common exposure period of 12 months. For this group, rates 
“per 1,000 members per year” are the same as rates “per 1,000 member years,” 
or “per 1,000 exposure years.” 


COMPOSITION OF HEALTH PLAN POPULATION 


Ser and age.—The 10 percent sample of members who were in the health 
plan during the full year of the study—6,667 persons—consists of 49.1 percent 
males and 50.9 percent females. The sex and age distribution of the sample 
is shown in table 1, with comparable figures for the general population (com- 


EE 


*Data were not obtained on visits to immunization clinics, on ambulance service, on 
drugs and medications given to or purchased by members, and on detailed inpatient 
Services 

SIt will be noted that a sample limited to persons who were health-plan members durin 
the full period of the study constitutes an artificial-population group. The exclusion o 
persons who became members during the study year affects newborns as well as other new 
members: the exclusion of persons whose membership was terminated during the study 

ear refers to deceased persons as well as other terminations. In a later report the data 
for the common exposure group will be compared with the data for new members and the 
terminated members. 
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posite figures for three Bay area cities—San Francisco, Oakland, and Rich- 
mond). The age distribution of the sample is compared to that of the general 
population in figure 1. 


TaBLE 1.—Percentage distribution of health plan sample, by age and ser, and 
comparison with general population 


| Male } 
A gi Heal ' H tl G 
ymple I 
N =3,2 6 s N vl N 04 
All ages 100. 0 0.0 10M 0.0A 
4 ; 
: ‘ 
14 5 Ss 
9 1.4 { } 
4 ( 
) ( 7.8 | 
» 34 | 8 8 7 
0 39 9 ‘ 
44 ( 
49 7 f } 
1 ; > ‘ 
9 , 10. ¢ 4 } 
64 OG J 2 J 
\ ) 
Composite population of San Francisco, Oakland, and Richmond, ¢ f Sar rancisco: Sp 
Aug. 1, 1945; Oakland: Special census, Oct. 9, 1945; Richmond: § | census, Sept , 194 
Department of Commerce, Bureau of the Census, Population relea SC, No. 135, Ma 2, 


1946; P-SC, No. 129, May 8, 1946; P-28, No. 280, Jan. 23, 1948 
2N is the size of the sampk 





For age groups 25 to 64, males and females, the percentages of persons in the 
health plan population approximate those for the general population Appre 
ciable differences are found at both ends of the age scale. In comparison with 
the general population, the health plan population has more children under 
the age of 15 and fewer persons in the age groups 15 to 24 and 65 and over 


4 Health Plan Population 


( General Population 
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18 
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FiGurE 1.—Age composition of health plan sample and general population,® both sexes, 


* See footnote to table 1. 
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Several factors at least in part account for the age differences between the 
two populations. Health plan age limitations preclude the admission into the 
plan of many persons over 60 years of age. The major form of enrollment (group 
enroliment in industrial and commercial organizations) favors the admission 
into the plan of employed persons (in the 25 to 60 age groups) and their chil- 
dren. Other features of the plan, including family subscription rates which are 
the same for families with 1 child as for families with 2 or more children, make 
the plan attractive to families with young children. At the age of 18, children 
are no longer eligible for family membership as dependents of subscribers 
To be eligible for continued health plan benefits, they must enroll as subscribers 
This is one of the factors which accounts for the relatively small proportion 
of health plan members in the age group 15 to 24. In this age group there 
are many college students who are eligible for university health services. Also, 
the incidence of disease is relatively low among persons 15 to 24 years of age 

Type of health plan coverage——The number of persons in the health plan 
sample, classified according to coverage, age, and sex, is shown in table 2. 

Adult males predominate in the B coverage group: children and adult females 
make up the greater part of the C coverage group. This distribution is largely 
determined by the characteristics of group membership contracts. Approxi- 
mately three-fourths of the health plan membership consists of group members. 

Length of membership.—The distribution of the health plan sample by effective 
date of membership, age, and sex is shown in table 3. 

In terms of length of membership, the most numerous group in the sample is 
that composed of persons who joined the plan in 1948. If the sample had in- 
cluded the members who joined during the study period, the 1949 members 
would have comprised by far the largest group. There was a great increase in 
membership during the period of the study year. 

The highest proportion of persons aged 60 and over is found among the mem 
bers who joined the plan in 1946 or earlier. 

Other characteristics of the health plan sample.—It was not feasible to obtain 
data on the income status of the health plan population. However, it is known 
that families and individuals at both ends of the income scale, the indigent and 
those with high incomes, are either not represented or are under-represented 
in the health plan sample. 


MORBIDITY IN THE HEALTH PLAN POPULATION 


It should be noted at the outset of this section that data presented here are 
limited to illnesses which have been brought to medical attention, i. e., to the 
attention of Permanente physicians and ancillary medical personnel, during the 
period May 1, 1949 to April 30, 1950. Illnesses for which health plan services 
were not sought, or were not sought during the study period, are not covered in 
these data. Health plan contract exclusions deseribed earlier constitute another 
limitation affecting the data. 

In all instances, information on diagnosis was provided by physicians. Where 
multiple diagnoses (i. e., for several diseases or injuries) were reported for a 
period of hospitalization, for an outpatient visit, or for a home call, the physician 
reported the primary diagnosis first and then the other diagnoses. For purposes 
of this study, the primary diagnosis is the diagnosis for the principal cause of 
illness, which is defined as the one chiefly responsible for the patient’s seeking 
medical attention. For example, the entry for an outpatient visit by a diabetic 
who sought medical attention for an acute upper respiratory infection showed, 
for that visit: Acute upper respiratory infection (primary diagnosis) ; diabetes 
(other diagnoses). Entries for other visits by the same patient showed diabetes 
as the primary diagnosis. 









































HEALTH 





TABLE 2. 


Coverage and age 


0 to 19 
20 t su 


C” coverage 
0 to 19 
20 to 39 
40 to 49 


60 and over 
Other coverage 
Comprehensive coverage. 


? Limited coverage 
3 Special terms of coverage; for the 


TABLE 8. 


Effective date of membership and age 


Total 
1946 or earlier _. 


0 to 19 
20 to 39 
40 to 59 
60 and over 





1947 


0 to 19 
20 to 39 
40 to 59 
60 and over. 


1948 


0 to 19 
20 to 39 
40 tu 5Y 
60 and over. 


1919 ! 


0 to 19 
20 to 39 
40 to 59 
60 and over. 


1 Includes only those persons who joined the plan in the first 4 months of 1949. 


1, 1949 to Apr. 30, 1950 


Heatth plan sample, 


Health plan sample, 


Males 


s4e 


most part these are 
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by effective date 


Males 


Num ber 


897 


309 


235 


374 


148 
119 
91 
16 


Percent 


100 


12 
10 
10 
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by coverage, 


ions of the 


age, 
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and sex 


les 
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} 
) 
1.4 
. 
10.8 
67.9 
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14.9 
l 

coverage 


1427 
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136 


460 


1 403 


140 
156 
100 


100. 0 


4.6 
3.0 


[Shh 


99 
91 
S4 
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44 


It will be recalled that 
this report is limited to persons who were in the plan during the full 12 months of the study period (May 
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TABLE 4.—/llnesses classified in broad diagnostic categories ; number of cases and 
annual prevalence rates per 1,000 members, by sex and age; May 1, 1949, to 
Apr. 30,1950 (health plan sample) 


Annual rates per 1,000 by age 








D ax Number “ 
o! iS 9 2 
Allages | 0 to 19 | 20 to 30 | 40 to 50) ” und 
over 
sees 4, 33 1, 32 l 1, 188 1, 282 1, 303 
Femal 164 1, 522 l 1, 637 1, 565 1. 548 
I. I i 
\i ) 19 R92 ry ye. { 
‘ 79 ) 2 17 
Il. N 
l ) 24 45 
‘ 42 62 6 
Il. A 1 
‘ di 
\ 79 98 TF f 4 
ll So 12 153 ra) 
7 t ) 10 
\ een 
D + ) l 50 18 
s 14 S 5 i 
VI ) 
. 8 1 137 1 
} 124 161 ) 
II. D 
' - "i 
I 19 28 15 8 259 
II. D ‘ 
1, 02 12 177 244 208 0) 
i re F $32 13 
IX 
I 109 ] 167 
I 85 100 104 
= ff 
. 104 | 14 33 39 72 
Femak {89 144 s7 201 200 70 
XI. Deli ri i plications 
perium: "4 1 183 2 
XII. Diseases of the nd 
ul i 
12] 137 123 110 77 
Female 3 118 108 101 2 
XIII. Diseases of tt es and organs of 
move ent | 
234 71 35 70 101 145 
213 63 26 59 105 130 
XIV. Co 
{ 12 3 4 
24 7 t 11 
XV. Dis uliar to the first month 
XVI.S8 fined conditi 
$72 14 91 lll 149 91 
452 134 90 166 140 | 113 
N (x Ch recide nd 
lence | f y i 
04 r 
tal 589 180 242 160 144 95 
I ale 455 134 17¢ 104 123 165 
Inclides all maternity cases under medical attention during the study period. 


Morbidity data presented in this report are limited to the principal causes 
of illness as defined above. Diseases, injuries, and conditions which were 
reported only as “other diagnoses” are not included. 

During the study year, 70 percent of the females and 65 percent of the males 
in the health plan sample of 6,667 persons used the plan for one or more of the 
medical and allied services specified above. Only a small number of these mem- 
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bers used the plan solely for preventive services (e. g., routine physical examina- 
tions). Thus, approximately two-thirds of the health plan sample had one or 
more diseases, injuries, or conditions which were brought to medical attention 
during the year. Among the members who used the health plan services, the 
average number of cases per person is 2.1 per year. For all members, the 
corresponding figure is 1.4 per year. 

Specitic annual prevalence rates ‘ by age and sex per 1,000 health plan members 
are shown in table 4 for illnesses grouped into the broad diagnostic categories of 
the World Health Organization code. The percentage distribution of cases 
among these broad categories is shown in table 5 

In order of prevalence, diseases of the respiratory system (mostly acute upper 
respiratory infections) head the list. The percentage of cases of respiratory 
disease (21 percent of all cases) is approximately twice as large as that of the 
next group, namely, accidents (mostly superficial injuries, lacerations, and 
sprains). Diseases of the nervous system and sense organs (eye and ear dis- 
orders, principally) are third on the list. The diseases, injuries, and conditions 
in these three groups combined account for approximately 40 percent of all cases. 

Major age differences in disease prevalence will be noted in table 4. Diseases 
of the circulatory system, digestive system, and diseases of the bones and organs 
of movement increase in prevalence with age. The prevalence of the infective 
and parasitic diseases decreases with age. The highest prevalence rates for dis- 
eases of the respiratory system and for accidents are found in the 0 to 19 age 
group. 

The overall case rate for females (1,522 per 1,000) is 15 percent higher than 
that for males (1,323 per 1,000). As shown in table 4, neoplasms, diseases of 
the blood and blood-forming organs, psychoneuroses, and diseases of the genito- 
urinary system are much more common among females than among males; 
whereas, the respiratory diseases, digestive diseases, and accidents are much 
more common among males. 

For selected subgroups and for individual diseases within the broad diagnostic 
categories, the prevalence rates per 1,000 per year by sex are shown in table 6. 

In prevalence, as noted previously, the acute upper respiratory infections 
exceed all other disease groups. However, among females, if obstetrical and 
gynecological cases are grouped together,’ the resulting prevalence rate (221 
per 1,000) is higher than that for the acute upper respiratory diseases (181). 
For obstetrical cases, the following figures are based on the data for the Health 
Plan sample: 

Pregnancies per 1,000 members per year_--- pal ‘ 

Pregnancies per 1,000 females per year___--- rinsing teiaeiieinekal anicebibeee aa 
Deliveries * per 1,000 members per year___------ — neti a 
Deliveries ® per 1,000 females per year__.___-_---_.-------- a 





38 


Ratio of abortions to deliveries—1: 5. 





™ Prevalence as used here represents the sum of new and old cases of diseases, injuries, 
and conditions (i. e., cases arising during the study period and those arising prior to the 
beginning of the study period) for which medica) attention was sought during the study 
period. The prevalence rates shown here are, of course, not true rates of disease prevalence. 
Illness brought to medical attention constitutes an important segment of illness in a popu- 
lation, but not total illness in a population. Also, one would expect to find considerable 
variation in the extent to which the different diseases, injuries, or conditions are brought 
to medical attention. 

8 Maternity cases and diseases of the genital organs, including benign tumors of the 
female reproductive and genital organs. 

® (Deliveries during the study year. Deliveries occurring after the end of the study 
year are not included.) 


389087—54— pt. 6——-7 
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TaBLe 5.—Percentage distribution of cases among broad diagnostic categories, by 
sex; May 1, 1949, to Apr. 30, 1950 (health plan sample) 


Percentage of all cases 


Both | Male | Female 


| 
| 
Diagnostic category 
} 


ytal, all categories 100. 0 


5 
é 


. Diseases of the respiratory system... i ‘ 
. Classification of accidents and violence by nature of injury or poi- | 
soning 

Diseases of the nervous system and sense organs 

Senility and ill-defined conditions 
f the skin and cellular tissue 
Allergic, endocrine, metabolic, nutritional, and other general diseases 
Diseases of the digestive system 
Diseases of the genito-urinary system 
Diseases of the bones and organs of movement 
Diseases of the circulatory system 

fental diseases, psychoneuroses, and personality « 


a 
© 


Diseases 0 


lisorders 


Com Com OONA~3-3 OS OO 


Infective and parasitic diseases 

Deliveries and complications of pregnancy, childbirth, and the puer- 
perium ! | 

Neoplasms 


r genital n 


na 





1 Includes all maternity ca t dical attention during the study period. 
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Tas_e 6.—Selected diseases and disease groups, annual prevalence rates per 1,000 
members, by sex; May 1, 1949, to Apr. 30, 1950 (health plan sample) 


World | Annual rates per 
Health | 1,000 
Diagnostic category Organi- 
zation 
codes Male Femé 


Total cases, all categories 


II. Neoplasms, malignant... 
Neoplasms, benign and unspecified (total 
(A) Benign and unspecified tumors of female reproductive 
and genital organs 
III. Allergic disorders 
Diseases of the thyroid gland 
Diabetes mellitus 
Obesity 
Psychoneurotic disorders 
71. inflammatory diseases of the eye 
Other diseases and conditions of the eye 
Diseases of the ear and mastoid process 
. Arteriosclerotic and degenerative heart disease 
Hypertensive disease 
Varicose veins of lower extremities 
Hemerrhoids 
Acute upper respiratory infections. 
Influenza 
Pneumonia 
Bronchitis 
Hypertrophy of tonsils and adenoids 
Other diseases of respiratory system 
Diseases of stomach and duodenum 
A ppendicltis 
Gastroenteritis and nonulcerative colitis 
Diseases of the liver, gallbladder, and pancreas 
Diseases of the urinary system 
Diseases of male genital organs 
Diseases of female genital organs 
. (Total pregnancies during study period 
A. Abortions 
B. Deliveries 
C,. Pregnancies with delivery (or abortion) subsequent to 
end of study period 
Diseases of the skin 690-716 
Arthritis and rheumatism 720-7 
Osteomyelitis and other diseases of bone and joint 730-738 
Other diseases of musculoskeletal system -- 740-749 
Fractures $1829 
Dislocations, sprains and strains 830-848 
Lacerations and open wounds a 870-908 
Superficial injuries and contusions 910-929 
Foreign body in the eye or other orifice : 930-936 
Burns 940-949 





Special. 


The prevalence rate for cancer—4 cases per 1,000 members per year—is lower 
than the prevalence rate (5.3 per 1,000 population) reported in a study of 
cancer in the general population of San Francisco and Alameda Counties for 
the year 1938.(2) The number of cases of cancer in the health plan sample is 
too small for detailed analysis by site. However, the prevalence rate for 1,000 
has been computed for cancer of the cervix uteri. Among women in the age 
groups 30-54, the rate for this site is 34 cases per 1,000 per year. 

In contrast to cancer, the prevalence rate for diabetes, 3 per 1,000 members 
per year, is markedly lower than the corresponding rate which has been esti 
mated for the general population, i. e., 17 per 1,000.(3) It is likely that some 
diabetics in the sample did not seek medical attention for their condition during 
the study year. Also, in some instances diabetes was only reported as a second 
ary condition, not as the condition chiefly responsible for the patient’s seeking 
medical attention. Furthermore, the low diabetes rate for the health plan sam 
ple may reflect the age composition of the sample. 

For diseases of the thyroid gland, obesity, psychoneuroses, hypertensive dis 
eases, and diseases of the urinary system, the prevalence rates for females are 
considerably higher than the corresponding rates for males. In contrast, 
arteriosclerotic and degenerative heart disease, diseases of the stomach and duo 
denum, and fractures’ and other injuries are more common among males 
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As shown in table 7, of all the cases of illnesses brought to medical atten- 
tion only 7.3 percent were hospitalized. For each hospital admission approxi- 
mately 28 outpatient vists were made to physicians,” the ratio of outpatient 
visits to hospital days was approximately 4 to 1. As would be expected, con- 
siderable variation was found in hospital and outpatient utilization of services 
for the different categories of disease. The patterns of utilization for cases 
grouped into broad diagnostic categories are consistent with medical experi- 
ence as to the relative proportions of cases requiring general hospital care. 
Relatively few cases of skin disease were hospitalized in comparison with cases 
of neoplastic disease, digestive disease, and circulatory disease. The percentage 
of cases of respiratory disease hospitalized (7.1) is weighted by cases of hyper- 
trophy of the tonsils and adenoids which accounted for 61 percent of all hos- 
pita! admissions in this broad diagnostic category. 

If the percentage of hospitalized cases for each disease, injury, and condition 
could be assumed to remain relatively stable, then data on hospitalized illness 
alone would serve as a basis for reliable estimates of the prevalence of disease, 
i, e., prevalence in terms of disease brought to medical attention. Similarly, data 
on hospitalized illness in the general population could be used to project com- 
parable prevalence rates for the general population. However, several factors 
affecting hospital utilization argue against the assumption of stability. One 
major factor consists of the rapid advances in medical science which result in 
significant changes in hospital utilization. 


TABLE 7.—Percentage of cases hospitalized ; ratio of outpatient visits * to hospital 
admissions and to hospital days, by broad diagnostic categories, May 1, 1949, 
to Apr. 30, 1950 (health plan sample) 


Ratio of outpatient 
sit — 
Percentage visits to- 


of cases —_—— een 


hospitalized | Hospital | Hospital 


admissions days 


nda bl } 
xd and Db1l00d- 


psychoneuroses 


nervous system a 
the circulatory sy 
respiratory system 
e digestive system 
genito-urinary s 
1 complications of pregn 
puer] 2 
skin and cellular tissu 
e bones and organs of movement 
ilformations 
iar to the Ist month of life 
and ill-defined conditions 
‘lassification of accidents and violence by nature of 
injury or poisoning -.-- wd } 


erijium 


ysicians for diagnosis and/or treatment 
] maternity cases under medical attention during the study period. 


1 Visits to a physician for diagnosis and/or treatment, excluding visits for routine 
physical examinations, and other visits without illness. 
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TABLE 8.—Annual utilization rates per 1,000 members, May 1, 1949, to Apr. 30, 
1950 (health plan sample) 


Annual rates per 1,000 members 


Services 
All ages Shildrer Adult 
fama) 


both sexes r Ss I¢ 


Hospital admissions 

Hospital days 

Outpatient visits to physicians 

Outpatient laboratory examinations 

Outpatient X-ray examinations 

Outpatient X-ray treatments 

Outpatient physical therapy treatments 

Outpatient miner surgical procedures 

Physicians’ home calls 66 
Nurses’ home calls - - ‘ 162 | 


1 Excluding utilization of services for normal maternity c 


UTILIZATION OF SERVICES 


As mentioned above, during the study year 70 percent of the females and 65 
percent of the males in the health plan sample used the plan for one or more of the 
services shown in table 8. 

Table 8 presents annual utilization rates” based on services received during 
the period May 1, 1949, to April 30, 1950. Rates for children, adult males, and 
adult females are shown separately in the table. 

Hospital utilization rates for the health plan sample are relatively low when 
compared with projected rates for the general population and reported rates for 
the total membership of Blue Cross plans.” However, they are in line with rates 
reported for some of the group practice prepayment plans (4). 

On the basis of hospital utilization in the health plan sample, 2.55 general 
hospital beds are required per 1,000 members per year (assuming an average 
occupancy of 80 percent). In view of the differences in population groups and 
the varying patterns of hospital utilization determined in part by the character- 
istics of prepayment plans, the low figure of 2.55 beds required per 1,000 cannot 
be used as a basis for planning for general population groups. 

For outpatient services received by the health plan sample, these ratios apply: 
4 visits (outpatient visits to physicians) to 1 laboratory examination; 10 visits to 
1 X-ray examination; 18 visits to 1 physical therapy treatment; and 100 visits to 
1 X-ray treatment or to 1 minor surgical procedure. 

For the major services shown in table 8, utilization rates for adult females are 
approximately equal to the combined rates for adult males and children. These 
findings are consistent, in general, with findings of other medical care plans (7). 
When utilization for uncomplicated pregnancies and deliveries is excluded the 
hospital utilization rates for adult females approximate the rates for adult males. 

Table 9 shows utilization by age and sex. 

Females in the 20-39 age group have the highest rates of utilization in almost 
every category of service. Among males, utilization increases with age. Among 
the several categories, males exceed females only in physical therapy and minor 
surgical services received; children exceed adults only in home calls, both phy- 
sicians’ and nurses’. 

Analyses were made of utilization in relation to length of membership (table 
10). The lowest utilization rates were found among persons with the longest 
period of health plan membership. 

Considerable variation is found among the several sex-coverage-age groups 
in utilization by length of membership. For some groups, no pattern of utiliza- 
tion in relation to length of membership is evident. For others, as shown in table 


11 Number of services per 1,000 members per year. 

12 Projected rates for 1949 for the general population of the United States: 120 hospital 
admissions and 1,031 hospite! days per 1,000 population; for the general population of the 
Pacific States: 117 hospital admissions and 964 hospital days per 1,000 population (5). 
For 1947 there were 122 hospital admissions and 969 hospital days per 1,000 Blue Cross 
plan members (6). 
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11, utilization in terms of hospital days per 1,000 members per year is found to be 
inversely related to length of membership. 


TaBLe 9.—Annual utilization rates per 1,000 members, by age and ser, May 1, 
1949, to Apr. 30, 1950 (health plan sample) 


Annual rates per 1,000 members 


Hospital Outpatient 


Age groups aro [i = ite 
Cases Days Physician Laboratory | X-ray 
: _ | clinic visits | examinations | examinations 


| 
Male} Female; Male| Female; Male} Female; Male Female} Male} Female 


| | } | 
All ages_..- 82 125 622 | 747 |2,680 3, 536 577 | 919 | 275 | 311 
0-19 ‘en 91 66 | 392 248 (2,427 2,411 | 356 | 401 133 | 109 
20-39 51 190 | 438 076 |2, 271 4, 481 516 1,298 | 257 412 
40-59 91 | 100 | 941 884 3,002 | 3,533] 818 1,006 | 416 392 
60 and over 131 | 113 |1, 222 609 |3, 321 3,304 | 950 783 


Annual rates per 1,000 members 


Outpatient Home calls 
Age groups er 
X-ray ~ Satpnges Minor survical 


ther 
treatments treatments procedures 


Physicians’ | Nurses’ 


Mal | Female Mal:} Female; Male} Female} Malc| ‘Female 


Male| Female 


| 


37 | 221 131} 40] 26| | 167 157 
33 4 46 | 20 93 | 311 | 248 
165} 145] 29] 27 5 67| 53} 163 
413 | 263 39 | 30 | 47 121 | 63 
615 130 63 26 96 100 | 17 
| 


TABLE 10.—Hospital admissions, hospital days, and outpatient visits to physi- 
cians, annual rates per 1,000 members, by effective date of membership, both 
seres, all ages, May 1, 1949, to Apr. 30, 1950 (health plan sample) 


Annual rates per 1,000 members 

' 

| Outpatient 
———___—_—__ ——_————|_ visits to 
physicians 


Effective date of membership Hospital 
, . 


Admissions Days 


1946 and earlier. . nih an — ont 81 
1947 ail timed R 102 
1948... ; Saini coalebslacabales 127 | 


One further point on length of membership should be made. In some age-sex- 
coverage groups, the newest health plan members (1949) have very low utilization 
rates. 

Utilization rates for members with comprehensive coverage (B coverage) are 
compared in table 12 with rates for members with limited coverage (C coverage). 

Along males under the age of 60, B members have higher rates than C mem- 
bers. The number of males with limited coverage in the age group 60 and over 
is too small for valid comparison with B members in that age group. 
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Taste 11.—Hospital days, annual rates per 1,000 members, by effective date of 
membership, selected sex-coverage-age groups, May 1, 1949, to Apr. 30, 1950 
(health plan sample) 


Annual rates per 1,000 
mem bers 


Effective date of membership 
Males B, 


ages 20-39 


1946 and earlier 
1947 
1948 
1949 


TABLE 12.—Hospital days and outpatient visits to physicians, annual rates per 
1,000 members, by age, coverage, and ser, May 1, 1949, to Apr. 30, 1950 (health 
plan sample) 


Annual rates per 1,000 Annual rates per 1,000 


sales ; Seine 

Number of males Jum ber of female 

Age and coverage males in — Semaine tn 

sample | Fospital | Outpatient} S2™ple Hospital | Outpatient 
days Visits | days visits 


All ages, all coverages ! 3, 27% 622 2, 680 
0-19 years: 
B a . 5 638 


256 


C . 97 358 2’ 551 | 
20-39 years: 
B 


Pe . 9. 518 | 2, 340 
 @} a owt he ‘ 2 2 000 
40-59 years: wn 
B. Saeteate ‘ 846 | 1, 022 3, 084 
79 430 2,481 | 


196 1, 184 8, 418 
18 2,111 | 3, 056 





1 Includes 51 females and 60 males with special coverages. These are not shown in the age-group break 
downs. 


Among females under the age of 40, hospital utilization rates for B and C 
members are substantially the same. The outpatient visit rate is higher among 
B members in age group 0-19, and is slightly higher among C members in age 
group 20-39. Female B members over the age of 40 have appreciably higher 
utilization rates than C members in the same age group. 


SUMMARY 


A preliminary report has been presented on a study of morbidity and utilization 
of services in the San Francisco Bay Area Permanente health plan membership, 
a population group eligible for relative comprehensive medical, hospital, and 
related services. For a 10 percent sample of the health plan membership, data 
have been given on (1) the composition of the plan population, in terms of age, 
sex, and other characteristics; (2) illnesses brought to medical attention; and 
(3) utilization of health plan services. 

In subsequent reports, the methods used in the study will be described and 
discussed in detail, and data for the total health plan membership will be pre- 
sented and compared with data from other studies of morbidity and utilization. 
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[From the Permanente Medical Bulletin, vol. X, Nos. 1-4, August 1952] 
A MORBIDITY STUDY OF THE PERMANENTE HEALTH PLAN 
POPULATION 


Il: CoMPARISON OF UTILIZATION AND Morpiptry DATA WITH EXPERIENCE OF 
OTHER POPULATION GROUPS 


Arthur Weissman’ 


This is the second in a series of reports based on a study of the Permanente 
health plan membership in the San Francisco Bay area.* The study was con- 
ducted during the year period from May 1, 1949 to April 30, 1950. It was de- 
signed to obtain information on: (1) Morbidity in the health plan population; 
(2) utilization of health plan services; and (3) utilization in relation to mor- 
bidity. Two major objectives of the study were: (1) To determine the problems 
involved in, and evaluate methods for, obtaining morbidity and related data for 
prepaid medical care supplied through group practice; and (2) to furnish a 
basis for planning a continuing statistical program for the health plan. 

In the initial report of this series, (1) the scope and methods of the study 
and the characteristics of the health plan were described; and data were pre- 
sented on population composition, morbidity and utilization experience for a 
10 percent sample of the health plan membership. 


SCOPE OF THIS REPORT 


Data on utilization of services and on morbidity for the 10 percent sample 
of the health plan membership are compared with data for other population 
groups. As a background for these comparisons, information is presented on 
the composition of the health plan population and other population groups, 
with specific reference to age composition. 


POPULATION CHARACTERISTICS 


The sex and age composition of the Permanente health plan sample is com- 
pared with that of the 1950 California urban population in table 1. Sharp 
differences will be noted in these compared distributions. There are more chil- 
dren under the age of 10 and fewer persons in the age groups 15 to 24 and 
65 and over in the health plan sample than in the general population. These 
differences are found both among males and females. The health plan pop- 
ulation has higher percentages of persons than the general population in age 
groups 35 to 44 and 45 to 64 among males and in age groups 25 to 34 and 35 
to 44 among females. Enrollment policies and other factors which account for 
the age and sex differences between the 2 populations have been described in 
the earlier report in this series. (1) 

The age composition of the health plan sample is compared with a Blue 
Cross composite population, a Blue Shield composite population, and two gen- 
eral populations (urban California and urban United States) in table 2. 


1 Supervisor, morbidity research project. California Department of Public Health. 

* This study was conducted jointly by the California Department of Public Health and 
the Permanente health plan. The department of health is interested in the development 
and evaluation of methods of obtaining morbidity data on a current basis. The morbidity 
study reported herein is part of a larger study by the department on methods of morbidity 
measurement. The health plan, in addition to the interest in morbidity research, is con- 
cerned with methods of measuring utilization of services. 
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The prepayment plan populations (Permanente, Blue Cross, and Blue Shield) 
are essentially similar in age composition. They differ from the general popu- 
lations in having higher proportions of persons in the age group 25 to 44 and 
much lower percentages in the age group 65 and over. 


TABLE 1.—Percentage distribution of health plan sample, by age and ser and 
comparison with California urban population, 1950 


Male } 
y Cal i ( 
Age H th plan | 4 H pla : 
N , N 1.1 100 4 \ { ”) 
All r 0.0 ( ] 0 
Unde yea ] ) 5 
) l { 8 ) 
10-14 7 j ‘ f { 
l i 0 i 13.5 
25-34 16.4 2 7 
$544 17.9 ) \ 
45-44 2 ) { 4 
65 years and over | ‘ 
F | | 
1'U. 8S. Bureau of the Census, 1950 Ce is of the Population, preli nary reports, es PC-6, N l, 
M 1951 
2N is the size of the 


The differences between voluntary prepayment-plan populations and general 
populations in age composition are directly related to the enrollment policies 
and methods of the voluntary plans. These favor enrollment of groups of em 
ployed persons, enrollment which includes the employed person's wife or husband 
and children under the age of 18 or 19. When individual enrollment is per- 
mitted, age and other restrictions limit or prevent the enrollment of aged and 
other persons who are considered to be poor health-insurance risks. 

Age is but one of the characteristics which differentiate voluntary prepayment 
plan populations from general populations. With few exceptions, the following 
overlapping categories of persons in the general population are not found in 
the Permanente health plan population or in other voluntary prepayment plan 
populations: the unemployed, the indigent, persons in very low income groups, 
and chronically or permanently disabled persons living at home or in institutions. 
If age were the only differentiating characteristic, it would be possible, through 
the use of age adjusted rates under certain circumstances to apply the morbidity 
and utilization experience of prepayment plan populations to general populations. 
However, differences other than age make it hazardous to apply these rates to 
general population groups. 

In considering the utilization and experience of prepayment plan populations, 
it must be remembered that these are sifted population groups—that certain seg- 
ments of the population have been filtered out to keep subscription charges 
within reasonable limits and at the same time protect the solvency of the plans. 
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TaBLe 2.—Percentage distribution of health plan sample, by age and comparison 
with age distribution of specified populations for specified years 
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we, U. 8. Bureau of the Census, 1950 census of the population, preliminary reports, series PC-6, No. 1, 
ar. 26, 1951. 

2 Percentages computed from data published in U. 8. Senate, 82d Cong., 1st sess., Committee on Labor 
and Public Welfare. Rept. No. 359, pt. 2: Health Insurance Plans in the United Stat«s, Washington 1951, 
pp. 4,19, and 39. (NoTE.—Age distribution of mem bership in 12 Blue Cross plans as reported to Blue Cross 
Commission. Reporting States: Colorado, District of Columbia, Idaho, Ilinois, Indiana, Louisiana, 
Michigan, New Jersey, New York, Oklahoma, Washington, Wyoming. Data presumably are for 1949. 
Age distribution of membership in 9 Blue Shield plans as reported to the Blue Shield Commission. Re- 
re States: Colorado, District of Columbia, Iilinois, Indiana, Massachusetts, Michigan, New Jersey, 

texas, Wyoming. Data are for June 30, 1950.) 


‘ U. 8. Bureau of the Census, 1950 census of the popultion, preliminary reports, series PC-7, No.1, Feb. 
» 198 ‘1. 


In the following discussion of utilization and morbidity, consideration will be 
given to other factors, which in combination with differences in population com- 
position, affect the extent to which voluntary prepayment plan data can be 
applied to general population groups. 


UTILIZATION OF SERVICES 


Table 3 shows the percentages of Permanente health plan members in the sam- 
ple, by age and sex, wee used the health plan for one or more services during the 
study year. 

Approximately 65 percent of the males and 70 percent of the females used the 
health plan during the study period. In all age groups except the 5 to 14 group, 
a higher proportion of females than males used the health plan. 

The utilization data in table 3 show that a sizable proportion of health plan 
members did not make use of the health plan services during the year period, 
Similiar nonutilization rates, i. e., within the range of 30 to 45 percent, have been 
reported for other population groups. Thirty-nine percent of the subscribers to the 
Windsor medical services plan in Windsor, Ontario (a voluntary, nonprofit pre- 
paid plan providing comprehensive physicians’ services) “did not see a physician 
during the study year” (1950). (2) Among public recipients eligible for medical, 
hospital and ancillary services under the Saskatchewan health services program, 
43 percent did not obtain any physicians’ services, and 36 percent did not obtain 
any type of health services under the program during the year ending March 31, 
1950. (3) In the rural population of 2 counties in the central part of New York 
State, data from a household sample survey reveal that 44 percent of the persons 
in one county (Cortland) and 36 percent in the other (Oswego) did not use any 
physician services during the year 1949. (4) 


Tas_e 3.—Percentage of health plan members who used the health plan for one 
or more services comme $ the study year, by age and ser (health plan sample) 


Both 


Age sexes 


sexes 


Male el Both. | male | Female 


| Percent Percent | Percent Percent | Percent | Percent 

aod 67.3 64.8 | 69 25- 19. 6 61.7 75.1 
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Axelrod and Patton (2) have discussed the implications of nonutilization of 
services from the standpoint of preventive medicine. In this connection it 
should be noted from table 3 that a high proportion of persons in the age groups 
45 to 64 and 65 and over, are among those members who received no health 
plan services during the period of a year. It appears that a strikingly large 
proportion of persons do not avail themselves of medical services, including 
periodic physical examinations, even when the financial barrier to the receipt 
of services is removed through prepayment. It has been contended that utili- 
zation of prepayment plan services cannot be used to measure need for services 
because utilization experience is affected by abuse by subscribers and others. 
It can also be argued that utilization experience cannot be used to measure need 
because many subscribers who should use available services fail to do so. 


VOLUME OF SERVICES PROVIDED 


As a background for the utilization and morbidity rates presented in the 
following sections of this paper, data are shown in Table 4 on the estimated vol- 
ume of services rendered during a year to the Health Plan membership. 


Taste 4.—Estimated volume of services provided to health plan membership 
(140,000 members) during the calendar year 1951 (based on health plan 
sample experience, May 1949 to April 1950) 


number number 
Services per 140,000 |} Services per 140,000 
health plan || health plan 

members members 


Estimated | Estimated 


Hospital admissions... - -- endinedaal 14, 560 || Outpatient physical therapy treat- 

Hospital days of care | 95,900 || ments....-- ee i 24, 500 
Outpatient visits to physicians =“ 436,240 || Outpatient minor surgical pro- 
Outpatient laboratory examinations_| 105, 140 cedures an le eats 4, 620 
Outpatient X-ray examinations. -. 41,160 || Physicians’ home calls. ........-..-- 9, 240 
Outpatient X-ray treatments-__- 4,340 || Nurses’ home calls. coetaieniball 22, 680 


HOSPITAL UTILIZATION 


Hospital utilization in the Permanente Health Plan sample is compared with 
utilization of hospital services in other population groups in table 5. 

In general, these rates conform to a pattern: low rates are found in volun- 
tary prepayment plan populations, high rates are found among the public assist- 
ance groups, and intermediate rates are reported for general population groups. 
There can be little doubt that differential hospital utilization is attributable 
in part to the differences in composition of these population groups. 

Differential hospital utilization among voluntary prepayment plans has been 
interpreted in a number of different ways. For example, it is contended that 
less hospitalization is required where prepayment arrangements cover out- 
patient services and home-call services as well as hospitalization. It is also con- 
tended that group practice prepayment arrangements, which encourage the use 
of preventive services, including early diagnosis and treatment, reduce the need 
for hospital services. 

Another explanation offered for lower hospital utilization rates in group 
practice prepayment plans is the absence of any inducement for providers of 
service to furnish unnecessary hospitalization and unnecessary surgery requir- 
ing hospitalization. These interpretations have been offered as reasons for lower 
hospital utilization rates in comprehensive group practice prepayment plans 
(which provide hospitalization as well as outpatient medical services) than in 
Blue Cross plans (5). It is also possible that administrative controls and 
limited availability of beds in the former plans may account in part for the 
lower hospital utilization rates. 

Adequate objective data are not available from which to evaluate the rela- 
tive effects of these factors. However, it is recognized that the demand for hos- 
pitalization is elastic—that determination on medical grounds of the need for 
a patient’s being hospitalized is by no means the sole factor in demand for hos- 
pitalization. The conclusions of a recent survey conducted by the Hospital 
Service Corp. (Blue Cross plan) of Pittsburgh illustrate this point: “The 
survey gave concrete evidence that Blue Cross increases the utilization of hos- 
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pital facilities. Of the 10,000 patients who answered the questionnaire, 1,057 
reported that they would not have gone to the hospital for treatment if they 
had not been Blue Cross members. This percentage was higher than expected 
and suggests that many Blue Cross admissions are primarily for the convenience 
of the doctor or his patient. In any event, it means additional income for hos- 
pitals and opportunity for broader service to the community” (6). 

On the subject of utilization of hospital service under prepayment or insur- 
ance plans, a spokesman for commercial health insurance points out that under 
indemnity plans which insure against only part of the hospital bill and leave 
to the insured person the payment of the balance—a form of coinsurance 
hospital utilization tends to be limited to essential hospitalization (7). Aver- 
2nge claim frequency rates under hospital expense insurance provided through 
group policies of a typical insurance company were published in a recent Senate 
committee report (8). These rates are relatively low and resemble in magnitude 
those of the group practice prepayment plans shown in table 5. 


TABLE 5.—Hospital utilization;* health plan experience compared with exrperi- 
ence of other plans and population groups for specified years 


Rate per 1,000 persons 


- = Average 
length 
of stay 


days) 


lation group Hospital 


lan, vear ending Apr 
ittle, Wash., 1 

mis, Mo., 195 
, United Sta 


1 Utilization of general hospital services f ise i 

2U. S. Senate, ic Ist sess., Committee on La nd Public Welfare, Rept. 359, pt. 2: Health 
nstirance Plans in the ted States, Washington, 1951, p. 6 

3 Footnote reference a above, p. 13 ‘ 

‘ Hospitals: Statistics and Directory Issue, vol. 24, No. 6, pt. II, June 1950, p. 58. 

5 Saskatchewan Department of Public Health: Annual report of the Saskatchewan Hospital Services 
Plan, 1950, Regina, 1951, 7 8. (Note: Approximately reent of the population of the Province Is 
covered under the Saskatchewan Hospital Service plan, including social-assistance recipients. Persons 
not covered under the plan include patients in mental and tuberculosis hospitals, inmates of penal insti- 
tutions, me vers of t rmed Forces, pients of war veterans allowance, and several other groups. 

§ Services in ¢ nd allied special hospitals. Services in mental and tuberculosis hospitals are not 
included 

? Anderson, spayment of Physicians’ Services for Recipients of Public Assistance in the State 
of Washington; Problems and Issues, Bureau of Public Health Economics, Research Series No. 4, Uni- 
versity of Mich 1, 1949, pp. 21, 22. 

§ Footnote reference above, p. 21. (Note: Provincial social-assistance recipients include old age and 
blind pensioners, recipients of mother’s allowance, recipients of social aid, and other assistance groups 
More than 50 percent of the social-assistance recipients are old-age pensioners. 


Hospital utilization experience for general population groups shown in table 5 
reveals much higher utilization in the population receiving services under a 
compulsory hospital plan (Saskatchewan Hospital Services plan) than in popu- 
lation groups without compulsory plans. The high rate of hospitalization under 
the Saskatchewan plan has been interpreted as follows: “Several factors account 
for the high rate of hospitalization. First, the economic barrier to hospital 
care Was removed with the inception of the SHSP, making hospital care available 
to all who need it, irrespective of their ability to pay. The second is the in- 
crease in hospital beds, the number reaching a rate of 7.7 beds per 1,000 popula- 
tion in 1950. Experience suggests that the rate of hospitalization is closely 
related to the number of beds available. Third, Saskatchewan is predominantly 
a rural province where frequently the distance which separates the doctor and 
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the patient makes it necessary to hospitalize patients who might otherwise be 
treated at home or in the outpatient department. Fourth, in Saskatchewan 
as in other provinces, there is a lack of adequate facilities for certain types 
of chronically ill patients who do not require active hospital treatment. Due 
to the lack of sufficient alternative facilities and the relatively large supply of 
hospital beds, many of these patients are being cared for in general hospitals.” (9) 

It has been pvinted out that hospital utilization is a function of many variables 
These variables also affect hospital morbidity data. For example, in prepay- 
ment-plun populations, hospitalized illness reflects both the composition of these 
populations and the characteristics of the plans. 

In the search for sources of data from which estimates could be made of 
morbidity in the general population, considerable interest has been expressed 
in prepayment plans as potential sources of such data. In the absence of com- 
parable information on hospitalized illness in general population groups, it is 
not possible to determine the extent, if any, to which prepayment-plan statistics 
could be used to estimate rates for general population groups. To illustrate, 
projections of rates for the San Francisco Bay area population made from 
Permanente Health Plan data could differ very widely from the actual general 
population rates. More important, though, is the fact that the type and extent 
of the differences are not known. 

Furthermore, dependence upon prepayment plan statistics as sources of in 
formation for estimating general population morbidity rates assumes that such 
statistics would be available on a continuing or periodic basis and that relation- 
ships established between rates for plan populations and general populations 
would remain relatively constant. These assumptions are questionable since 
only a few of the plans compile morbidity statistics; the records, reports, and 
statistical procedures of the plans are not designed to yield statistics on morbid- 
ity; and changes which are not infrequently made in coverage, benefits, and 
other characteristics of the plans affect morbidity data in the plan populations. 


UTILIZATION OF OUTPATIENT SERVICES 


Among voluntary prepayment plans providing comprehensive physician serv- 
ices, i. e., seryices in the office or clinic, home, and hospital, a number ef plans 
have similar overall utilization rates for outpatient visits to physicians.’ rates in 
the range of approximately 3 to 4 outpatient visits per member per year. Among 
these are the Permanente Health Plan (3.1 visits to physicians per member during 
the year ending April 30. 1950) and the Health Insurance Plan of Greater New 
York (3.3 outpatient visits per member during the year 1949).* (10) Rates of 
the same order of magnitude are reported for the 17 member plans of the Coopera- 
tive Health Federation of America which includes the Health Insurance Plan 
of Greater New York as one of its member plans.‘ (11) 

Lower utilization rates are reported for a number of plans. The Windsor 
Medical Services plan, a medical society sponsored plan which provides com- 
prehensive physician services, had a utilization rate of 2.6 outpatient visits to 
physicians during the year 1950, (12) and 2 plans operating in Saskatchewan, 
the Group Medical Services plan and the Medical Services Saskatoon plan, re 
ported rates within the range of 1 to 2 outpatient visits to physician during 
1950. (13) 

Interplan comparisons of outpatient service utilization experience are sub- 
ject to many qualifications stemming from differences in coverage, services, 
facilities, personnel utilization, policies, barrier payments, and other character- 
istics of the plans. 

Statistics on physician’s services for some general population groups are avail- 
able in published studies In a recent (1950) study (14) by Ciocco and Altman 
of patientload and volume of medical services in the 29 westernmost counties 
in Pennsylvania, data obtained from physicians who replied to a questionnaire 
were used to estimate the annual total number of services received per person 
in the population. Among the findings of this study it is reported that: “The 
estimated number of (physician) services per person, adjusted for the movement 
of patients from one county to another, was found to be between 4 and 5 per 
year in the majority of counties.” These figures are for all pleysician services 
combined, i. e., office, hospital, and home of patient. If office calls alone are 


* Excluding services of radiologists and pathologists and physicians’ services in the home 
and hospital. 

‘Rates reported for the individual plans in the federation range from 4.3 to 5.2 physi- 
cian services per member per year. These rates, however, include home and hospital calls. 
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considered, this range for the majority of counties would be reduced to ap- 
proximately 3 to 4 services per person per year.® Rates within this range for 
outpatient physician services were also reported in a recent (1949) study of 2 
counties in the central part of New York State. (15). Data in this study ob- 
tained from a sample of the population using household survey methods revealed 
rates of 3 and 3.8, respectively for the 2 counties. 

For all physician services combined, an estimated annual average of 4.4 
services per person was reported in the Pennsylvania study. In similar studies 
made during World War II (1942) by Cioceco and Altman in other areas, the 
following corresponding averages were reported: Maryland statewide average, 
4.7; urban Georgia, 4.0; Baltimore, 5.9; and 6.2 for the District of Columbia (14) 
Ciocco and Altman state that the high rates of services for Baltimore and the 
District of Columbia ‘reflect 2 factors: (a) the greater availability of medical 
personnel and the higher demand that accompanies higher income and educa- 
tional levels; and (Uv) the movement of patients for medical care toward the 
metropolitan cities.” (14) 

Approximately 70 to 80 percent of the physician services reported in the 
above studies of general population groups were outpatient visits to physicians 
(office visits). When outpatient visit rates in these general population groups 
are compared with the outpatient visit utilization experience of voluntary pre- 
payment plans providing comprehensive physician services, it will be noted that 
the rates given above for the plans in the Cooperative Health Federat'on, the 
Health Insurance Plan of Greater New York, and the Permanente Health Plan 
are similar to those reported for the general populations of Baltimore and the 
District of Columbia for 1942. The similarity of these rates must be interpreted 
with caution. In the general population rates for the 2 metropolitan areas, 
adjustments were not made for services provided to nonresidents. Such ad- 
justments would lower these metropolitan area rates. Since the composition of 
the prepayment plan populations is selective, in that poor health risks are in 
some measure screened out by enrollment policies and procedures, lower mor- 
bidity rates would be expected in such populations than in general populations, 
particularly general populations from which sizable numbers of young, healthy 
persons had been called into military service. 

Published statistics on house-call services reveal a wide range of utilization 
experience. The annual number of home calls by physicians per 1,000 Perma- 
nente Health Plan members was 66 during the year ending April 30, 1950; the 
corresponding rate for home visits by nurses was 162 per 1,000 Health Plan 
members. The physician home-call rate is strikingly low when compared with 
rates of 488 to 546 reported by the Health Insurance Plan of Greater New 
York (16) and the Windsor Medical Services plan, respectively. (17) 

The estimated annual volume of home-call services in general population 
studies by Ciocco and Altman can be computed from the data given. These show 
even higher rates, i. e. rates ranging from approximately 300 to 1,500 home-call 
services per 1,000 persons. (18). 

The wide differences among these rates reflected in part the extent to which 
home-call services are discouraged in favor of clinic or office services, the dis- 
tance to and accessibility of clinic or office services, the extent to which, in pre 
payment plans, nurses are used for routine home-call services, and other factors. 

As in the case of hospitalization, differential utilization of outpatient services 
affects morbidity data actually or potentially available from prepayment plans. 
Similarly, differences in the volume of physicians’ services received by general 
populations affect morbidity data actually or potentially available from physi- 
cians. Also, morbidity expressed in terms of rates of medically attended illness 
reflect in part patterns of utilization of physicians’ services and the degree to 
which physicians’ services are utilized. 


FACTORS AFFECTING MORBIDITY STATISTICS 


Morbidity statistics for the Permanente Health Plan population were pre- 
sented in part in the first report of this series (1). Factors affecting these 
statistics are discussed below in the light of comparative statistics for other 
population groups. 


SAmong the physician services, the percentage distribution by office, hospital, and 
panel cone was 77 percent, 15 percent, and 8 percent, respectively, for all counties 
combined. 
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Morbidity data from group practice prepayment plans, such as the Permanente 
Health Plan, which provide relatively comprehensive services (physicians’ 
services, hospitalization, and ancillary services) differ in a number of respects 
from data available from many other sources. They can provide a more com- 
plete picture of morbidity than data from (1) medical care plans which provide 
limited services (e. g., physicians’ services only; hospitalization only; hospitali- 
zation and surgical services only; hospitalization and inpatient medical services 
only, etc.) ; (2) disability insurance programs and certain medical care plans 
which have standard waiting periods (e. g., 7-day waiting periods) during 
which members are not eligible for benefits or services, and (3) certain public 
medical care programs which are limited to persons in specific age groups, or 
to persons having specific diseases, injuries, or conditions. 

Group practice prepayment plans offering comprehensive services provide 
continuous care within the same organization; thus relatively complete records 
of illness and of services rendered can be maintained within the same organiza- 
tion. To the extent that services under such plans are furnished by closely 
affiliated staffs of physicians and ancillary personnel, greater standardization 
in reporting diagnostic and related information about illnesses can be achieved 
than is the case in cash benefit plans or plans furnishing services through non- 
affiliated medical personnel. 

Morbidity data from individual hospitals and from certain medical sources 
cannot be related to populations of known composition; hence, the size and 
composition of the populations served by these sources cannot be described and 
morbidity rates cannot be computed. The Permanente Health Plan in common 
with many voluntary prepayment plans has available, through its membership 
records, information from which the size and certain characteristics of its cov- 
ered population can be determined. 

Extensive use has been made of household survey methods to obtain mor- 
bidity data. When these methods are used, information about illness is obtained 
directly from persons comprising the population being studied. In a few cases 
censuses have been taken, i. e., data have been obtained for the total population 
under study; most frequently, however, data have been obtained from either a 
segment of the population or from a representative sample of the population. 
In contrast to morbidity data obtained from lay respondents in household sur- 
veys, data which can be provided by group practice prepayment plans and from 
certain other sources are based on diagnostic information furnished by physi- 
cians—physicians who have ready access to laboratory, X-ray, and referral 
services. It might be noted here that household survey methods have numerous 
advantages as methods of measuring illness in the general population. When 
representative samples are used in these surveys, estimates of morbidity can 
be made for the total populations from which the samples are drawn. The meth- 
ods are flexible; they are not dependent upon record systems and procedures in 
medical institutions or organizations; they can provide information on disability 
as well as illness; and they are particularly effective in providing detailed infor- 
mation on the characteristics of the population. However, extensive research 
is needed to determine the validity and specificity of diagnostic information re- 
ported by lay informants, to determine the effect of interview biases and re- 
spondent biases, and to answer other technical questions. 

In detailing these advantages of morbidity data which can be obtained in 
group practice prepayment plans such as the Permanente health plan, one must 
not lose sight of the limitations of these data. 

These data are restricted to medically attended illnesses and not all medically 
attended illnesses within the population eligible for benefits are brought to the 
attention of the plans. The extent to which plan members obtain medical atten- 
tion from outside sources is not known, although it is believed to be relatively 
infrequent. Group practice prepayment plans, as in the case of all medical-care 
plans except those providing disability benefits, cannot furnish information on 
duration of disability resulting from illnesses or injuries. Information on 
membership, used to describe the population at risk, is limited; current infor- 
mation is seldom available in medical-care plans on income status, occupation, 
residence, and other items which are not essential for operation of the plans. 

A technical limitation, characteristic of all direct service plans including 
group practice prepayment plans, is the absence of summarizations of events 
constituting a case, spell, or episode of illness, i. e., do 3 clinie visits and 1 
home call for patient X represent one case of illness, or do they represent 2 or 


5In some studies data are also obtained from hospitals, physicians, and other medical 
sources for persons covered in the household surveys. 
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more distinct cases? In disability insurance plans and in indemnity plans, where 
morbidity data are based on claims filed by members of a plan, by physicians, 
or both, illness data are usually summarized by the claimant or his physician. 
In direct service plans, there is no need for such summarization as part of the 
operation of the plans. 

Apart from these limitations it must be remembered that the populations 
served by group practice prepayment plans and other prepayment plans are 
specially sifted populations as described earlier. Morbidity statistics derived 
from these plans reflect both the characteristics of the populations served and 
the characteristics of the plan. Therefore, these statistics cannot be applied to 
general population groups with any assurance that the resultant estimates for 
the general population will be accurate. Of course, there would be no need to use 
prepayment plan and other operating program statistics for such purposes, if 
current morbidity statistics were available for general population groups. In 
fact, if general population morbidity statistics were available, prepayment and 
disability insurance plans would benefit in having yardsticks against which to 
measure their experience; in having needed information on segments of the 
population which are now not covered and which might be brought into the 
plans as coverage is extended; and in having needed information on certain 
diseases, injuries, and conditions which are now excluded from plan coverage 
but which may eventually be covered. 

In tables 6 and 7 certain morbidity statistics for the Permanente health 
plan population are compared with statistics for other population groups. These 
tables are presented to illustrate how these statistics reflect some of the factors 
discussed above. 


TABLE 6.—Annual number of cases* per 1,000 persons eligible for benefits for 
selected diagnostic categories, by sex; California disability insurance pro- 
gram,’ 1948, Permanente health plan, year ending Apr. 30, 1950 


Annual number of cases per 1,000 persons eligible 
for benefits 


Female 
- 


i 2 | 
Disability |Permanente} Disability | Permanente 
insurance health insurance | health 
program | plan’ | program plan ¢ 


Total cases, all categories 1,192 
Infectious and parasitic diseases 30 
Neoplasms noieatalii iat ‘ 23 | 
(a) Malignant neoplasms 6 | 
b) Benign and unspecified tumors | 17 
Diabetes mellitus 0.3 3 
Diseases of the ear and mastoid process : 41 | 
Diseases of the circulatory system 77 | 
Diseases of the respiratory system 223 | 
a) Influenza 27 
(b) Bronchitis. __- 25 
c) Pneumonia . 4 | 3 
Diseases of the digestive system ‘ 122 | 
(g) Uleer of stomach or duodenum ‘ 45 
(6) Appendicitis. - 9 1 
c) Diseases of the liver, gallbladder, and pancreas } 4 
Diseases of the genitourinary system | 40 
a) Diseases of male genital organs | 30 
(6) Diseases of the female genital organs and breast 
Diseases of the skin 4 112 
Diseases of the bones and organs of movement_. 91 
a) Arthritis and rheumatism | 45 
Other diseases not included above 284 | i 529 
Injuries and poisonings 146 114 


| 
Selected diagnostic categories ? 
| 
| 


1 For disability insurance data, ‘‘cases’’ refer to spells of disability for which claims were filed under the 
state plan and under the voluntary plans. These data have many limitations and there are basic objections 
to combining the data for state and voluntary plan claimants. However, it is believed that the data can 
be used to indicate broadly the magnitude of the frequencies of spells of disability, classified by diagnosis, 
reported to the department of emy ment. ‘‘Cases’’ in the Permanente health plan data refer to illnesses 
for which medical attention was s ht among a 10 percent sample of all health plan members who were in 
the plan during the full period of May 1, 1949-Apr. 30, 1950 Also, see note 2 below.) 

2 Rates computed from data in the following reports: California Department of Employment, Research 
and Statistics Section, Report 1021A, No. 2, Jan, 31, 1950; Report 364, No. 5, Aug. 15, 1950. 

*The USPHS Morbidity Code was used in coding diagnoses in the disability insurance data. The 
World Health Organization Code was used for the Permanente health plan data. For the categories shown 
in the table, comparable items in the 2 codes were used 

4 Permanente health plan data shown are for members 20 years of age or older. 
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To indicate the effect of the characteristics of such plans and programs upon 
morbidity data available from such sources, table 6 gives comparative case rates 
for the Permanente health plan and for the California disability insurance 
program. The wide differences in rates for the 2 groups shown in table 6 is 
attributable largely to a waiting period of 7 days under the latter program.® 

The overall case rates for the Permanente health plan are approximately 
20 times greater than those for the California disability insurance program.‘ 
it will be noted that for the disease categories which commonly include short 
term or nondisabling illness (e. g., diseases of the ear, respiratory system, and 
skin) the health plan rates are considerably higher than the r: or the 
disability insurance program. In contrast, for specific diseases wh 
are disabling for more than a week (e. g., appendicitis and pneumonia) the 
for both groups are of the same order of magnitude 

Relationship between utilization, population composition, and morbidity { 
are illustrated in table 7 showing hospital morbidity rates for the Permanente 
health plan and corresponding rates for the Saskatchewan Hospital services plan 
population, The factors accounting for the high utilization rate in the latter 
population group (203 hospital admissions per 1,000 beneficiaries during the 
year 1950) were described above in the section on hospital utilization 

Considerable variation will be noted in the differences between the rates 
shown in table 7 for these two population groups. In certain diagnostic group 
iugs containing conditions for which the demand for hospitalization can be 
expected to vary widely, e. g., senility and ill-defined conditions, diseases of the 
digestive system, and accidents and injuries, the Saskatchewan rates are three 
or more times higher than the corresponding rates for the Permanente health 
plan. Conditions for which the demand for hospitalization is relatively in- 
flexible, as in the case of maternity for population groups such as those in which 
deliveries almost invariably occur in hospitals, the case rate per 1,000 eligible 
persons for the Permanente health plan (28) is similar, although somewhat 
lower than that for the Saskatchewan plan (34). 


®The California Disability Insurance program provides cash benefits for a maximum of 
26 weeks in a year period as wage loss compensation for disability arising from nonoccupa 
tional diseases and injuries. All workers in California are covered under this program 
except agricultural workers, employees of interstate railroads, selfemployed persons, Gov 
ernment employees, and several miscellaneous categories of workers. The law establishing 
this program provides for coverage under a State plan and, under certain conditions, for 
“contracting out” through voluntary plan insurance with private insurance carriers 

During the period for which data are shown in table 6, the State plan did not provide 
any benefits during the first 7 days of each spell of disability arising from either illness or 
injury Some of the voluntary plans eliminated or reduced the waiting period in the case 
of disability arising from injuries. Since January 1, 1950, the normal waiting period 
required under State and voluntary plans ends with the first day of hospitalization and 
additional cash benefits are provided for hospitalization, 

T Another program which has a 7-day waiting period, the Sickness Benefit program for 
railroad employees established under the Federal Railroad Unemployment Insurance Act, 
reports overall sickness rates similar to those of the California Disability Insurance 
program (19). 
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TaBLe 7.—Hospitalized illness classified in broad diagnostic categories: Annual 
case rates per 1,000 eligible persons ; Permanente health plan sample (1949-50), 
compared with Saskatchewan hospital service plan population (1950)' 


| Annual number of cases per 
1,000 persons eligible for 
benefits 


Saskatche- 
Permanente | wan hospital 
| health plan | service plan 
population 


Diagnostic category (primary diagnosis) 2 | 
i 


Total....- 


; = 
> 
= 


POA Re PO | 


203 


| 
| 


Infective and parasitic diseases 

Neoplasms 

Allergic, endocrine, metabolic, nutritional, and other general diseases 
Diseases of blood forming « ns 

Mental! diseases, psychoneuroses, and personality disorders 

Diseases of the nervous sys 1 and sense organs 

Diseases of the cire ory sys J | 
Diseases of the res} } 

Diseases of the dig | 
Diseases of the genitouri | 
Deliveries and complications of pregnancy, childbirth and the puerperium 
Diseases of the skin and cel | 


“ro 
oo am 
Na-ot Oe oe -I1ND KOO 


w\ 
x 
wo 


lular tissuc 
Diseases of the bones and organs of movement 
Conzenita) malformations and disorders of early infancy 
Senility and ill-defined conditions 
Classification of accidents and violence by nature of injury or poisoning- | 


ores bo Hho 
— 


1 Saskatchewan Health Survey Report: vol. 1, Health Programs and Personnel, submitted by Health 
Survey Committee to the Government of Saskatchewan, Regina, 1951, table 14, p. 19 
2 Diagnoses in both plans are coded according to the World Health Organization Code. 


SUMMARY 


Utilization statistics for the Permanente Health Plan have been presented 
with comparative statistics for other population groups. Factors affecting these 
statistics have been discussed and illustrated, with specific reference to charac- 
teristics of the populations and characteristics of the plans, programs, and other 
arrangements under which hospital, medical, and related services are provided. 
The relationship between these factors and morbidity statistics has been 
described. 
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SPECIMEN CONTRACT WHICH THE VARIOUS SEPARATE MepiIcaL Groups EXEecuTs 
WITH THE KAISER FOUNDATION HEALTH PLAN 


This agreement, made and entered into between the TrusTEES OF KAISER 
FouNDATION HeattTH PLAN, a nonprofit trust, which trust and the trustees there- 
of are herein collectively referred to as the “Health Plan,” and ai 

, a partnership (herein re- 
ferred to as “Doctors’’), 


WITNESSETH 


Whereas, the Health Plan is a nonprofit trust organized for the purpose of 
encouraging and arranging for prepaid hospital and medical service without 
profit to itself, and Doctors are duly licensed physicians and surgeons, with 
offices in the area, and the parties hereto desire to pro- 
vide a means whereby medical services on a prepaid basis may be made available 
to those who desire to avail themselves of such arrangement in said area, and 
in such other areas as may be subsequently agreed upon, 

Now, therefore, it is hereby agreed : 

1. Doctors agree to provide to those persons who are entitled thereto, pursuant 
to such hospital and medical service contracts of the Health Plan as are mutual- 
ly agreeable to the Doctors and the Health Plan, the medical services as pro- 
vided in the Health Plan’s standard forms of medical and hospital service con- 
tracts. Doctors acknowledge familiarity with the provisions of such contracts. 

2. In the event of amendments to or variations in the standard forms of con- 
tracts which affect either the extent of services to be performed by Doctors or 
the compensation to be received by the Health Plan, Doctors shall be advised 
of the same, and upon their approval thereof shall provide medical services in 
conformity with such amendments and variations. 

3. The services to be rendered hereunder shall include all services specified 
in said medical and hospital service agreements customarily performed by 
licensed physicians and surgeons. 

4. The Health Plan shall deduct from the periodic payments actually received 
by it each month under the medical and hospital service contracts covered by 
this agreement, -......... percent (--..%) of the amount of said payments 
to cover its expenses of administration and, in consideration of the performance 
of the services to be performed hereunder by Doctors, shall pay to Doctors, 
monthly, percent ( 
said percent) of said periodic payments. It is the intention of the 
Health Plan that the balance of said periodic payments (after deduction of the 
payment to Doctors hereunder and of said _..__._.._.___ percent) will be paid by 
the Health Plan to the hospitals rendering the hospital services pursuant to 
the aforementioned standard hospital and medical service contracts of the Health 
Plan. There shall, however, be excluded from said periodic payments, before 
making any of the computations referred to in this paragraph, any extra charge 
for poliomyelitis coverage. 

5. In any case where a charge for medical services, in addition to the stipulated 
periodic payment, is payable as provided in said medical and hospital service 
contracts, such charge shall be collected by Doctors directly from the patient, 
and the Health Plan shall not be liable to Doctors for any such payments or for 
other costs or charges incurred by the patient; provided, however, that nothing 
herein contained shall require Doctors to extend credit to any patient, and Doc- 
tors shall have the right to request the Health Plan to terminate the member- 
ship of any patient who fails, or refuses, to pay such additional charge within 
a reasonable time after incurring such charges. 
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6. The Health Plan shall provide Doctors with the names of all individuals, 
families and groups who are entitled to services pursuant to this agreement, 
and shall promptly advise Doctors of all changes, additions and withdrawals 
thereto. 

7. It is the purpose of the Health Plan to arrange for medical and hospital 
services on a prepaid basis without profit to the Health Plan and at as low a cost 
as possible, at the same time creating in so far as possible better services and 
additional facilities for those persons who are entitled thereto. The parties shall 
therefore review periodically the cost records and statistics relative to the opera- 
tion of the Plan to the end that the cost of providing said services and the ex- 
tent and quality of the services and facilities may from time to time be ad 
justed consistently with the sound economic operation of the Plan. It is agreed 
that such equitable adjustments in the payments provided for in paragraph 
4 hereinabove may be made, retroactively if necessary, in a manner and in an 
amount as may be agreed upon by and between the parties hereto. 

8. It is understood and agree that Doctors and the physicians and surgeons on 
Doctors’ staff shall maintain the relationship of doctor and patient with those 
rendered service pursuant to this agreement without intervention in any man- 
ner by the trustees or their agents or employees, and that Doctors and said 
physicians and surgeons shall be solely responsible to such persons for advice 
and treatment, and for the performance of the medical services specified herein, 
it being understood that Doctors can request the Health Plan to terminate the 
membership of any patient who, by his conduct, attempts to abuse or make 
onerous the relationship of doctor and patient. Doctors and said physicians and 
surgeons shall not act as agents or employees of the Health Plan 

Doctors hereby agree to save harmless, defend and indemnify the Health 
Plan and the Trustees thereof from and against all claims, demands, suits, 
actions, damages, judgments, and/or other charges that may arise out of any 
alleged malpractice or neglect caused or alleged to have been caused by Doctors, 
their agents or employees, in the performance of or omission of any duty as- 
sumed by Doctors hereunder. Doctors promise and agree to maintain a policy 
of insurance with a responsible insurance company approved by the Health 
Plan for the benefit of the Health Plan and the Trustees thereof, the form and 
amount of said policy to be approved by the Trustees of the Health Plan. 

9. This agreement is made for the benefit of the persons entitled to receive 
the services herein provided. The Health Plan and Doctors, however, reserve the 
right to amend or terminate this agreement in the manner herein provided. 

10. This agreement shall continue until terminated upon six months’ notice 
in writing by either party. Upon termination, Doctors shall be obligated to con- 
tinue to furnish services to all Health Plan subscribers who, as of the date of 
termination, are receiving hospital or medical treatment. Such services shall be 
furnished to the extent that the subscriber is entitled to them under the service 
contract applicable to him for the condition under treatment at the date of 
termination. It is the intent of the parties that this agreement shall continue 
regardless of the withdrawal from the partnership of individual physicians or 
the addition of new partners, provided that the partnership as a whole continues 
in business. 

11. It is expressly understood and agreed that this agreement is made by the 
Trustees of the Health Plan in their representative capacity as Trustees, and 
that the obligation of the Trustees under this agreement shall extend only to the 
assets of Kaiser Foundation Health Plan, and that no trustee shall be individu- 
ally responsible for any obligation incurred by reason of this agreement. 

12. This agreement shall be effective as of —_ 4 

IN WITNESS WHEREOF, the parties hereto have executed this agreement as of the 
effective date hereof, 


Constituting a majority of the Trustees thereof. 
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KAISER FOUNDATION HOSPITAL, 
San Francisco 15, Calif., February 24, 
lion. Mr. WOLVERTON, 
Chairman, Interstate and Foreign Commerce Committee 
House of Representatives, Washington, D.C. 

Dear Str: We have been informed by Mr. Henry J. Kaiser of your request for 
a detailed description of the factors which determine the incomes of physicians 
within our medical group. We are very pleased to comply with this request and, 
accordingly, are herein outlining the factors which are important in determining 
the income of our physicians. 

1. Undoubtedly the most important factor influencing the income of the physi 
cian is his professional qualifications, that is, the number of years of specialty 
training and experience and whether he is qualified for or certified by his 
specialty board. The more training, experience, and professional skill a physi- 
cian has the greater his starting income with the group 

2. Administrative responsibility is probably the second most important factor, 
and physicians who are chiefs of services or directors of medical centers receive 
more income because of such responsibility. 

3. Tenure contributes to the income of a physician, not only through being 
with the group for so many years, but through progression into partnership. In 
our medical group, after 2 years, a physician becomes eligible for participation 
in the partnership and his income increases accordingly. The following year, 
he becomes eligible for full general partnership with a further associated increase 
in income. Subsequently, income usually increases more slowly year by year 
If, in addition, a physician is promoted into a position of administrative respon 
sibility, the combination of multiple factors tends to increase his income more 
rapidly. 

1. The ability of a physician to satisfy patients is a less tangible factor, but 
is considered by our group to be important in estimating a doctor’s contributions 
to the care of the patient. Obviously, if a physician is highly skilled in his 
profession but is unable to satisfy patients, he will not be successful. This 
applies in group practice as well as in solo practice; therefore, physicians who 
are able to contribute to the group by achieving a high degree of patient satisfac- 
tion usually receive consideration of some increase in income accordingly 

These are the four basic factors which our group uses in determining the 
income of physicians. We trust this furnishes your committee with the informa- 
tion which you desire. 

Sincerely yours, 
Morris F. Cotien, M. D., 


Chairman, Executive Committee. 

The Cuatrman. I want this plan which has been presented by the 
witnesses this morning on behalf of the Kaiser Foundation to be set 
forth in our hearings as fully as it is possible todo. I have that desire 
because I am convinced that you have made a very real, worthwhile 
contribution to the cause of medical programs for the average person 
in this Nation of ours. I agree completely with the statement made 
by Mr. Carlyle that your statement takes on significance and im- 
portance because it is not merely presented to us as theory, but it is 
presented to us as a theory that has been tried and found successful. 

I am inclined to believe that you made a contribution to this great 
problem that concerns so many of our people, far beyond what you 
or I or members of this committee are abie to estimate at this particu- 
lar moment. You oe have given us the foundation _ the 
basis upon which we can build, and I am hopeful that as a result 
of your testimony and the experience you have had, with your con- 
tin ued cooperation with our committee we will be able to have a pro- 
gram of which we may all be proud, and which will prove highly 
beneficial to our people. 
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I thank you again, Mr. Kaiser, for coming here today, and I realize 
the busy life you live and that it has been a great inconvenience to you 
to come across the country and present your plan to us. 

This is a further indication of your very great desire to see that 
worthwhile things are done, and accomplished. ‘The committee feels 
greatly indebted to you and your associates who have accompanied 
you here touay. 

(Whereupon, at 12:35 p. m. the hearing was adjourned.) 
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TUESDAY, JANUARY 12, 1954 


House or RepreseNTA?IvES, 
COMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in room 1334 of 
the House Office Building, Hon. Charles A Wolverton (chairman of 
the committee) presiding. 

The Cuatrman. The committee will please come to order. 

Today, the committee has the privilege of hearing from Dr. H. Clif- 
ford Loos of the Ross-Loos Medical Group of Los Angeles. Dr. Loos 
is one of the pioneers in the field of group medical practice and the 
prepayment for medical services. Dr. Loos and Dr. Donald E. Ross 
founded their clinic about 25 years ago. At first, the clinic offered 
prepaid service to some 400 employees of the Department of Water 
and Power of the City of Los Angeles. Other groups of employees 
hearing of the plan asked to be allowed to join. The plan grew from 
3,000 in January 1930 to 9,000 in July 1932. At the end of 1952, the 
clinie’s patients, including group and individual membership, together 
with their dependents, numbered 127,000. Services are provided in the 
clinics, homes, and hospitals by a staff of 130 full-time physicians. 

Medical services are provided to employed persons who are members 
of the plan. Their dependents are not eligible for care on a prepaid 
basis but are able to obtain service at prices lower than those prevailing 
in the community. 

I might also mention that Dr. Loos is chairman of a commission 
created by the Los Angeles Board of Supervisors, at the request of the 
county medical association, to attempt to assay the health hazards of 
the Los Angelessmog. Dr. Loos represents Los Angeles County as one 
of 15 counselors of the California Medical Society. He also isan alter- 
nate delegate of the house of delegates of the American Medical 
Association. 

Dr. Loos, your many years of experience with prepaid group prac- 
tice, eminently qualify you to give this committee the benefit of your 
advice on how burdensome medical costs can be made less burdensome 
for our people and what the Federal Government can do towards this 
objective. 

Dr. Loos, we will be glad to hear from you at this time. 


STATEMENT OF DR. H. CLIFFORD LOOS, REPRESENTING THE 
ROSS-LOOS MEDICAL GROUP OF LOS ANGELES 


Dr. Loos. I was requested to prepare a statement for the committee. 
I have a reprint from California Medicine, the official magazine of the 
California Medical Association, which was published last year, which 
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I think would more briefly tell about our plan that I could have told it 
myself or prepared in another statement. 

‘With your permission I think I will read this. It is not too long. 

The Cuarrman. As I have had an opportunity to look at it, it does 
seem to me that it covers the situation so far as the Ross-Loos Medical 
Group is concerned in a very admirable way, and so I would suggest 
that you proceed with it as you have indicated. 

Dr. Loos. I thank you, Mr. Chairman. 

A group of physicians, associated in the form of a copartnership, 
is engaged in the practice of medicine under the name of Ross-Loos 
Medical Group. It consists of 130 full-time staff members. All de- 
vote their full time to the practice of medicine and surgery, or to the 
administration of the affairs of the Ross-Loos Medical Group. 

The purpose of Ross-Loos is to supply medical care to its patients 
(subscribers and dependents). In this sense it differs not at all from 
a private physician, whether he operates singly or with others. All 
patients pay for their services. 

Ross-Loos does differ from almost all other medical groups in the 
manner of payments by its patients (its subscribers). Payment for 
services (both for groups and individuals) is based on a periodic pay- 
ment plan. For this periodic payment (by groups and individuals) 
Ross-Loos agrees to take care of almost all medical and surgical serv- 
ices (there are certain anne ified exemptions) necessary for the patient. 

All persons either in groups or as individuals desiring Ross-Loos 
medical service must make application for the service. ‘No solicita- 
tion or advertising of any kind has ever been or will ever be engaged 
in by Ross-Loos. Ross-Loos conforms strictly to the ethics of the 
medical profession. Here I might note, taking this out of text, that 
the ethics of medicine prohibit solicitation. 

I take it that most of you gentlemen are attorneys. A good attor- 
ney does not advertise for his clients, and a good physici ian does not 
advertise for his patients. There is a strict difference in the practice 
of medicine about ethical and nonethical practice. 

Really the practice of medicine is divided into two parts, the science 
of medicine and the art of medicine. The art of medicine has to do 
with ethics. Therefore, we believe we are ethical men, approved by 
the American Medical Association. And all of us are very active in 
the medical association’s affairs that we do not advertise or solicit for 
patients. We believe that is entirely wrong. 

Now to get back to the text. I would like to continue. 

All subscribers are free to terminate the Ross-Loos service at any 
time. All patients of Ross-Loos have free choice in the selection of 
a physician or physicians from its large staff of more than 130 physi- 
cians. Consultants outside the staff are available at all times, and 
are frequently called in. 

Ross-Loos is not a corporation, not a cooperative, not a nonprofit 
organization. It is not a part of, nor is it subsidized by, any founda- 
tion, trust, religious, educational, political, or secular body, or gov- 
ernment agency. It is not tax exempt and it neither seeks nor re- 
ceives any support, grants, subsidies, or special favors from any unit 
of government, local, county, State, or Federal. 

The underlying philosophy of Ross-Loos was formulated by Drs. 
Donald E. Ross and H. Clifford Loos at the time the partnership was 
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established, in 1929. That philosophy, or policy, has remained un- 
changed to this day. 

In the late 1920's there were few functioning plans anywhere in the 
United States which covered the contingency of illness for the average 
citizen. Organizations and institutions were already well developed 
and widely accepted which took care of many of the possible emer- 
gencies which might arise for the average person. However, there 
were, at that time, few plans by which the average man and his family 
could be protected against the financial hazards arising from illness 
and disease. The burden of doctor and hospital bills fell heavily upen 
people within the low and middle income groups. 

Doctors and other health experts already knew and were proclaiming 
the need for preventive medicine. 

The founders believed that effective preventive medicine could be 
achieved within the framework of existing medical practice and ethics, 
and without the need for governmental interference through some 
form of socialized medicine. They were also of the opinion that a 
structural setup could be established that. would sharply cut the yearly 
cost of medical care to the average family. It was only through the 
establishment of a group of doctors that this condition could be met. 

The basic points in the Ross-Loos philosophy were and are— 

To pool the combined skills and knowledge of a group of phy- 
sicians, including specialists to care for their patients. 

To render medical and hospital service to individuals through 
their voluntary affiliation with a health group or committee. 

3. To establish a monthly fee for service, based upon estimated costs 
of rendering such a service. 

The organization established to undertake this work should be 
owned, managed, and controlled by doctors of medicine. 

The same ethical rules which covered the individual practitioner 
should apply to each and every staff member of the group, and the 
ark, itself. 

The organization should not engage in any advertising or in the 
an itation of subscribers to its services. 

The Ross-Loos Medical Group came into being April 1, 1929. Nearly 
a year earlier, several employees of the Los Angeles + ei nt of 
Water and Power, inspired by former employees of the Southern 
Pacific Railroad which had a company health program, began an 
investigation among local physicians to see whether some type of 
group medical insurance plan could be developed. Among others ap 
proached were Drs. Donald E. Ross and H. Clifford Loos, who had 
already been thinking along similar lines. 

Many conferences took place between the employee group and these 
two physicians. Nearly a year was devoted to working out details 
before the Ross-Loos Medical Group was formally organized. Its 
first list of subscribers consisted of somewhat more than 400 e mployees 
of the Los Angeles Department of Water and Power 

The periodic fee paid by the members from the Department of 
Water and Power was $1.50 per month. Medical service, conforming 
in every particular to the highest ethical standards, was made available 
to all subscribers. No fees were charged for medical services to their 
dependents at that time although the dependents paid for all drugs 
and hospitalization. 
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Subscribers to the Ross-Loos service encouraged other employees 
from the Department of Water and Power to join the health group. 

Within a few months after its inception, an employee of the Los 
Angeles Fire Department, whose brother was a Ross-Loos subscriber 
from the department of water and power, asked if Ross-Loos would 
accept a group of firefighters as subscribers. The two physicians then 
counseled with the employees’ health committee of the department 
of water and power, and obtained permission to enroll the fire-fighting 
group. Other groups followed and by the middle of 1932 the number 
of subscribers had increased tenfold. 

Group medicine, as practiced by Ross-Loos Medical Group, was 
largely a new venture in the early 1930’s. Quite naturally most physi- 
cians did not understand it. Some of them feared its growth. Others 
charged Ross-Loos with violating the ethics of the medical profes- 
sion by solicitation of membership through advertising and other 
means. In 1934 charges to this effect were brought against Drs. Ross 
and Loos by the members of the Los Angeles County Medical Asso- 
ciation, and they were ordered expelled from the association. The 
two partners appealed the decision and carried the case to the judicial 
council of the parent body, the American Medical Association. The 
highest body of the medical profession declared that the charges were 
not properly proven, that an adequate investigation had not been fol- 
lowed. The judicial council then reversed the decision of the county 
medical association and ordered the physicians reinstated. This was 
done. 

Late in 1936 Ross-Loos Medical Group modified its structure to per- 
mit individual subscribers the use of its services. This change in 
policy grew out of the fact that large numbers of group subscribers 
lost their Ross-Loos membership when they changed jobs or retired. 
Many other Ross-Loos subscribers had friends or relatives who de- 
sired their services but were unable to function through any group as 
such. Increasing pressure from both of these sources grew with each 
passing year. 

The decision to permit individual subscribers was taken only after 
long and careful consideration among the partners of the organization 
for it was feared that office and administrative overhead would in- 
crease the cost to individual subscribers very substantially. Asa mat- 
ter of fact, however, the rate for individual subscribers is usually no 
more than 50 cents per month above that of group subscribers. 

At the close of 1952 Ross-Loos had 28,000 group subscribers and 
9,000 individual subscribers. In addition, it is estimated that the 
average number of dependents per subscriber is 2.2. This means in 
actual fact, that there are between 125,000 to 130,000 patients who are 
regularly served by the Ross-Loos Medical Group. 

Out of text I might say that the group is about 500,000 stronger 
now than it was when this article was written. 

Subscribers to Ross-Loos services consist of (1) those who subscribe 
through a group; and (2) those who subscribe individually. 

There is no definite limit to the size of the group which makes appli- 
cation for medical services with Ross-Loos Medical Group, but any- 
one desiring membership within the group must sign an individual 
application for service. A contract or agreement is entered into be- 
tween the official representatives of the group and the Ross-Loos 
medical organization. 
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The basis of accepting members in a subscribing group varies with 
the many factors of physical condition to be considered. Some of 
these are—whether the employer asks for a preemployment physical 
examination ; the stability of the employees; the male and female com- 
plement of the group; the age of the applying employees. All of 
these will influence whether the group can be taken without physical 
examination or whether any control will be exerted. 

Once the members of the group have been accepted, Ross-Loos agrees 
that “The Medical Group shall furnish medical and surgical care 
and attention, including professional consultations, treatments, ex- 
aminations, surgical procedures, and preventative care, including the 
following : Laboratory tests, X-ray examinations, physiotherapy treat- 
ments, splints and dressings, consultations, eye examinations, am- 
bulance service (for a distance not to exceed 15 riding miles traveled 
by a patient on any one trip), and hospitalization. 

Hospitalization is declared to mean: A bed in a two-bed room, or a 
bed in a private room for semicontagious diseases, in a first-class 
hospital designated by the medical group, for a period not to exceed 
90 days in any period of 12 consecutive months, including general 
nursing, X-ray examinations, laboratory tests, operating room, medi- 
cal and surgical supplies, special diets, meals, anesthetics, electro- 

cardiograms, physiotherapy treatments, hypodermic therapy, oxygen 
service, drugs, dressings, laboratory examinations, and all other 
adjuncts customarily given in ordinary hospital procedure. 

I might note at this point that we do not take a group of patients, 
all of the group, but each individual in that group must accept the 
treatment. We have no captive patients. They have the choice of 
doctor, and they either take Ross-Loos or otherwise. So each member 
of a union or group of employees must sign individually to accept the 
service. And otherwise he does not accept. There are no captive 
patients. 

Exemptions to the above are declared to consist of the following 
conditions or the results thereof: Dental care, insanity, chronic 
alcoholism, drug addiction, or attempted suicide. Ross-Loos does not 
furnish materials, procedures, or hospitalization if ordered by any 
doctor outside its organization. It will not supply special nursing 
care, sickroom furniture, crutches, wheelchairs, orthopedic appliances, 
eyeglasses, blood plasma for transfusions, hypodermic medications or 
drugs given outside of the hospital, radium, X-ray therapy, dental 
X-rays, hospitalization for cases of obstetrics, abortions, miscarriages 
venereal diseases, mental diseases, contagious diseases, alcoholism, 
drug addiction or conditions arising therefrom, or sanatorium or rest- 
home treatment. 

Subscribers are entitled to service at any hour of the day or night 
every day of the year, to all necessary home calls and office calls. 
Ross-Loos asks that the patient place himself within a radius of 15 
miles of any one of its designated offices to be entitled to service. In 
practice, this means that the subscriber can live almost anywhere in 
Los Angeles County. 

Group subscribers are also entitled to special privileges at low 
fees for services rendered to their dependents. A dependent is de- 
fined as a spouse and children under 19 years of age. Each subscriber 
must list his dependents with the organization. The fee schedule for 
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dependents is subject to change on 30 days’ written notice to the sub- 
scribing group; but as a matter of fact such changes as have taken 
place have been due entirely to increased medical costs. No change 
has been made in these fees in spite of increasing costs since 1947. 

Prior to World War II, dependents paid 75 cents for each office 
consultation or treatment. At present the following charges are made 
to dependents: $1.25 for office calls, $2 for daytime residence calls, 
and $2.50 for resident calls at night. Minor operations performed 
at the oflice, including surgery and recovery bed, cost not over $20. 
Major operations cost $25. Confinement cases, including prenatal and 
postnatal care, cost $50. 

The agreement between Ross-Loos and the subscribing group pro- 
vides that the agreement may be canceled and services terminated by 
either party by notice in writing given not less than 90 days prior to 
the date of cancellation. Ross-Loos may likewise cancel the sub- 
scription of any subscriber when any payment provided for is not 
paid when due. Any subscribers within a group may resign from 
Ross-Loos at any time by submission of a written notice to that effect 
from the subscribing group to Ross-Loos Medical Group. 

Individual subscribers: Any person between the ages of 21 and 50 
is eligible for application, although a member of any group may trans- 
fer to individual membership regardless of age. A prospective mem- 
ber must first contact one of the offices of the Ross-Loos Medical Group 
either by mail, telephone, or in person to get an application form. This 
must be filled out and a physical examination undertaken. Individual 
subscribers pay $3 for the examination plus a $6 registration fee pay- 
able at the same time. In the event an applicant is not accepted as 
a subscriber, the registration fee is refunded. Individual subscribers 
pay a monthly fee of $6, payable on the first day of each month for 
the preceding calendar month. 

I might say here that it is not paid in advance. It is paid after the 
service, instead of in advance, 

A subscriber may terminate his subscription upon 30 days’ written 
notice to the Ross-Loos Medical Group. The medical group in turn 
may terminate its services to the subscriber upon 30 days’ notice in 
writing. However, should a subscriber be under treatment for an 
illness or injury on the effective date of termination, Ross-Loos agrees 
to continue its services for a further period of 60 days. 

All individual and group subscribers receive identification cards 
for themselves and their dependents. These are presented by the pa- 
tient when requesting service. Medical services given to individual 
subscribers are the same as those given to group subscribers. 

At its inception in 1929, and continuing through until approxi- 
mately April 1, 1936, the organization was a copartnership of Dr. H. 
Clifford Loos and Dr. Donald E. Ross. Early in 1936 that copartner- 
ship was widened. Sixteen member of the staff were taken into the 
partnership. During the next decade or so, the personnel of the 
partnership underwent several changes due primarily to death and 
disability. At the present time, there are 12 partners. 

General control of Ross-Loos is in the hands of the partnership. 
The partners meet once a week to consider business affairs and the 
general operation of the organization. In making decisions all part- 
ners have only one vote each. 
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Due to the size of its operations, the partnership established a num- 
ber of subcommittees, usually of three doctors each. These sub- 
committees include: finance, hospitalization, personnel, purchasing, 
housing, maintenance, and scientific. 

Dr. H. Clifford Loos acts as administrator and with the help of the 
partners handles all problems of administration and control. Dr. 
Donald E. Ross is the chief surgeon and, assisted by the partners and 
staff, devotes his time to the medical, surgical, and scientific interests 
of the organization. 

For many years now, the work of the physician members of the 
group has been divided into the following departments: general prac 
tice; internal medicine, including cardiology, gastroenterology, en- 
docrinology, and so forth; surgery; obstetrics- gynecology ; ; ophthal- 
mology; otolaryngology; pediatrics; derm: tology ; ; urology ; ; allergy: 
neuropsychiatry ; X-ray; proctology; orthopedics; and physical 
medicine. 

Regular meetings are held monthly and all staff members are ex- 
pected to attend. At these meetings papers are read and reports 
cviven on matters concerning the entire medical staff. 

I might state that these meetings are always dinner meetings, and 
up until about 3 months ago were held in the County Medical Associ- 
ation Building. But due to crowded conditions in the building, which 
is being re-done, we are meeting in a hotel now. 

Outside speakers of note are often invited. Sectional and depart- 
mental meetings are likewise held at regular intervals to deal with 
specific problems relating to work and study in each field. In addi- 
tion, bulletins and interoffice memoranda are used to inform staff 
members of anything of importance not discussed at regular meetings. 

I might say that outstanding men throughout the country, when 
they come to Los Angeles, are invited to address our staff meetings. 
Dr. Leonard A. Scheele of the United States Public Health Service 
has addressed us, Dr. Walter Alvarez of the Mayo Clinic has ad- 
dressed us, and many outstanding doctors address our staff meetings. 

The medical record of every patient is kept on a chart. Each sub- 
scriber is given a chart number. This number is also used by his 
dependents. The subscriber’s charts are kept at the Ross-Loos oflice 
to which the patient usually goes for medical service. A master file 
of all subscribers and dependents is maintained at the central office. 
Each physician makes his own entries on the medical case history 
chart at the time he examines the patient. Notations are also entered 
by the laboratory or X-ray departments at the time their services 
are used. 

Home calls, whether day or night, are obtainable by merely calling 
any office of the group. Special members of the office staff route and 
schedule these calls from the home-call doctors to speed the service 
and avoid unnecessary travel by the doctors. The home call office 

always checks on the patient the following day to find out whether 
additional services are needed. 

Nearly 90 percent of all Ross-Loos patients are examined or treated 
at one of its offices in the course of a year. 

I might state that 90 percent of all people of our group get service 
sometime during the year. Whether that is true in the population 

at large, I do not know; but certainly if they have a prepaid plan, 
they use it. 
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Minor operations requiring hospitalization for less than 1 day 
are performed in the surgery department of the main medical build- 
ing, where there are 20 recovery beds to take care of patients. 

cer Leos does not maintain its own hospital, nor does it intend 
to build one. Nearly all its patients are sent to Queen of Angels 
Hospital. This is a Catholic hospital. 

Ross-Loos maintains two departments in connection with hospitali- 
zation. One of these is devoted entirely to arranging for ambulance 
service, getting the bed at the hospital, and informing the doctor or 
surgeon of the time, place, and location of his patient at the hospital. 

The second is the medical record department which records and 
tabulates all pertinent information and statistics in connection with 
hospitalization, major and minor surgery, and diagnosis. Both be- 
fore and after operation, this vital statistical material gives every 
doctor a breakdown of necessary information regarding every hos- 
pitalization case he or any other member of the “staff has attended 
to. The standard medical index pattern is used in recording these 
cases. Such records have been maintained since the inception of 
Ross-Loos. At present, two full-time librarians are employed for 
this work. All material in the Ross-Loos medical record department 
is available to all members of its staff for research and study or in 
the preparation of scientific books, articles, or monographs. 

All records and accounts at the outlying offices are identical in form 
and they are handled in the same manner as are those in the central 
office. They constitute, in fact, an integral part of the whole organ- 
ization. Duplicate general records are “kept on each patient and his 
dependents, one set of which is on file at the main office. 

All bookkeeping, accounting and purchasing are handled from the 
main office in close cooperation with the suboflices. 

Doctors and nurses in the suboffices maintain regular, daily tele- 
phonic contact with the medical specialists and departments at the 
central office. 

Ross-Loos subscribers represent a good cross section of the popula- 
tion of Los Angeles County. Almost all nationalities are included. 

Occupationally, they include university and college professors, high 
school and elementary schol teachers, policemen, firemen, city and 
county civil service employees, department of water and power em- 
ployees, librarians, dairy workers, bakers, engineering employees, air 
craft employees, retail market employees, postal employees, rubber 
workers, oil workers, motion picture employees, radio network em 
ployees, insurance company employees, astronomers, bus drivers, con- 
sumer groups, real estate groups, brokerage house employees, and 
many others. 

Individual subscribers represent every walk of life from unskilled 
laborers to bankers. 

The majority of group subscribers are civil service employees or 
teachers. Most other groups, too, are made up of skilled or profes- 
sional workers in occupations or industries where there is relative job 
security and low turnover. Such stability and security make for 
greater security and stability of the medical group itself. 

The key to successful group medical practice and the maintenance 
of effective liaison between Ross-Loos and its patients lies in the sub- 
scribers’ health committees. 
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The health committee is the direct, active, responsible representative 
of the subscribers. Every group which wishes to obtain for its mem 
bers, and their dependents, the medical services of Ross-Loos, no matter 
how large or small, must first select or elect a health committee to act 
as official spokesman for the group. 

It is the health committee which works out details of the written 
agreement entered into between the subscriber group and Ross-Loos. 
It is the health committee which assumes responsibility for collecting 
dues from its members and turning these fees over to Ross-Loos. This 
procedure enables the health committee to keep a close and accurate 
tab on its members. 

The health committee performs another invaluable function in that 
it serves as a clearing house for questions, complaints and suggestions 
from its own members. Subscribers make known their wants and 
complaints more freely to such a committee than to the medical or ad 
ministrative staff of Ross-Loos. The health committee can quickly 
and easily transmit these suggestions, questions or complaints to the 
proper authorities of Ross-Loos for ac tion. This procedure is a valu- 
able timesaver for all concerned and is also a means for speed and 
efficient action. Tensions and misunderstandings between patients and 
the doctors can be cleared up quickly with a minimum of friction. 

By means of the health committee Ross-Loos is enabled to discover 
weaknesses within its own staff, medical, technical, or administrative, 
in their dealings with group subscribers. The administrative heads 
of Ross-Loos then have an effective means of finding out if its services 
are reaching the people, as well as the degree of satisfaction or dis- 
satisfaction with all or any part of it. In other words, by means of 
dealing with group subscribers through their health committees, Ross- 
Loos is able to give its members better service; a quick and direct 
approach for solving their problems. At the same time it provides 
Ross-Loos with a means to check and control its own service. 

Health committees for the various groups affiliated with Ross-Loos 
hold regular meetings, usually once a month, at which they discuss 
their problems with representatives of Ross-Loos. It is their job, as 
the direct representative of the subscribers, to make sure that these 
subscribers know about and obtain all services to which they are 
entitled, 

Health committee members perform their jobs on a volunteer basis, 
although some of the larger groups maintain a full-time or part-time 
employee to handle records and accounts. In such instances, mem- 
bers of the group usually assess themselves a small quarterly fee to 
cover this overhead. Ross-Loos will not do business with any group 
which charges its members a fee over and above the absolute minimum 
necessary to cover such office expense. 

When interested individuals approach Ross-Loos about group mem- 
bership, they are not automatically accepted as members. Quite to 
the contrary, they are urged first to check and study the many insur- 
ance and medical plans now available to them, including Ross-Loos, 
to determine which one most nearly meets the needs of their group. 
If, after such study, they are convinced that Ross-Loos will best fulfill 
their needs, the administrative representatives stand ready to discuss 
details with them and work out the basis for a group agreement. It 
is explained that members of their group who wish to join must in- 
dividually make out an application form. 
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It has been proved by actual practice over a period of nearly a 
quarter century that the health committee is one of the cornerstones 
to successful group periodic payment medicine, because it offers an 
efficient and democratic method of communication between the sub- 
scriber and the medical group itself. 

No matter how efficient and effective all other parts of the medical 
group, its heart and center is the medical staff. The selection of new 
members for the medical staff is the responsibility of the personnel 
committee of the partnership. In the selection of such men the com- 
mittee demands the following qualifications: 

Physicians must have graduated from an approved medical school. 

They must have served at least a year’s internship in an accredited 
hospital. 

They must have served a 1-year residence in an accredited hospital. 

Finally, though this last point is not always strictly adhered to, 
they must have been out of medical school for not more than 7 
years. In specialities where more training or experience is desired, 
this does not apply. 

In short, Ross-Loos wants young physicians who have had the 
benefit of relatively recent training and internship, tempered by a 
few years of active medical practice. 

There are at present 118 doctors on a salary basis. Each is given 
his own private office and examination rooms; each is provided with 
the necessary nurses and office help; and each works a regular 40-hour 
week. In addition, all doctors are on an emergency schedule to cover 
nights, holidays and weekends. 

Doctors are encouraged to practice medicine in the manner they 
were taught; but above this, they are given the added advantage 
of close association and consultation with a host of other doctors 
and specialists, as well as technical and laboratory facilities such as 
no individual doctor ordinarily possesses. 

Some staff doctors have contracts with Ross-Loos. These contracts 
are worked out to meet mutual interests of the individual doctor and 
Ross-Loos. In addition to the salary, which is comparable with and 
ofttimes exceeds that paid by other institutions, every staff doctor 
receives a 2-week vacation with pay each year during the first 5 years 
of saumuenda 3 weeks’ vacation with pay each year for the next 
five years; and 4 weeks’ annual vacation with pay after 10 years of 
employment. The group likewise maintains a life and total disability 
insurance policy for him, for which the group pays more than half 
the premium. The doctor automatically becomes a subscriber, with- 
out chi arge, to Ross-Loos and is entitled to all its advantages. After 
83 years’ service with Ross-Loos, he becomes a joint participant in the 
profits of the organization. 

All doctors joining the staff are assigned work either as general 
practitioners doing home call work from the central office, either 
night or day; as general practitioners in 1 of the 12 branch’ offices ; 
or as a specialist functioning in the main building. So far as possible, 
doctors are placed in areas where they wish to live. Such preferences 
are filled on the basis of seniority. Although some doctors who func- 
tion in the outlying offices are specialists, general medicine is practiced 
at these offices. Most patients requiring the attention of specialists 
are referred to the downtown offices. 
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Nurses, pharmacists, X-ray, medical and laboratory technicians 
receive not less than the prevailing wage scale. They work 40 hours 
a week. They automatically are entitled to free subscription to Ross- 
Loos medical services; group insurance, for which the organization 
pays more than half; and 2 weeks’ vacation with pay each year. 
Similar working conditions and benefits are granted all other 
employees. 

In the selection of all nonmedical personnel, technical competence 
and experience are a basic requirement. Pleasing and cooperative 
personalities are likewise important in dealing with large numbers of 
patients who require service each day of the year. 

One of the major problems to which Ross-Loos has devoted much 
time and attention has been how to attain and to maintain the direct, 
personal intimate contact between physician and patient. This rela- 
tionship, as every physician knows, plays a very important part in 
establishing the proper rapport between physician and patient. 

Ross-Loos has attempted to meet this problem in many ways. First 
and foremost has been its insistence that each subscriber have a free 
choice, insofar as possible, in selecting from among the large staff the 
physician whom he likes best. The physician, in turn, comes to know 
these patients intimately. To all intents and purposes they are his 
patients. In the second place, all staff members and other personnel 
are constantly reminded that Ross-Loos patients must be treated with 
both courtesy and efficiency. 

At the time the Ross-Loos medical group was first established in 
1929, and for the first 10 years of its existence, its major problems 
consisted of the following: 

1. How to interest physicians in associating with such a radical and 
untried experiment. 

2. How to overcome the general hostility of the medical profession 
and the public indifference to group medicine. 

3. To determine how complete should be the medical coverage given 
groups subscribing for Ross-Loos services. 

4. How to determine in advance an adequate monthly fee to the 
subscribers which would be low enough to be attractive to them, yet 
high enough to enable the group to attract good doctors. 

5. To determine the extent of the area which could be covered in 
terms of service and home calls. 

6. Toarrange for speedy and adequate hospitalization. 

Within a year’s time it was realized that the original monthly fee 
was inadequate to give proper medical care to the subscribers and their 
families. Medical and hospital expenses mounted rapidly. For ex- 
ample, in 1930 Ross-Loos paid $2.75 a day for hospitalization of its 
patients. Now the rate exceeds $25 a day. At intervals as they have 
occurred these increased costs were explained to the health committees. 
New proposals were made which were acceptable to the committees, 
which, in turn, helped work out new fees commensurate with the serv- 
ices being given. 

Additional problems now faced include: 

1. The threat of governmental interference in the practice of 
medicine. 

2. Richly subsidized defense plants and governmental agencies 
which can and do set the standard of price for physicians, nurses, 
technicians, receptionists, secretaries, and other help. 
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3. The aging population of the country at large and the higher 
average age rate of the subscriber groups. 

Solution to the last of these problems has been partially met by use 
of a sliding scale of dues. 

To attract and hold efficient personnel, various incentive programs 
have been devised as well as reducing hours of work, increasing pay, 
and giving all employees numerous other benefits. 

How to meet the continued encroachment of government in the field 
of medicine is one which obviously cannot be solved by the Ross-Loos 
medical group nor even by the medical profession as a whole. It must 
be solved by an enlightened citizenry. 

Now, Mr. Chairman, that is the prepared statement, and I would 
be glad to answer any questions that might present themselves. 

The Cuarrman. Are there any questions, gentlemen ? 

Mr. Dotttver. I am not quite clear as to just what services a sub- 
scriber obtains when he subscribes to the service of the Ross-Loos 
medical group. 

Dr. Loos. He gets everything. He has to pay nothing extra. For 
instance, there is no fee when he comes to the office. He pays nothing 
at all. His hospitalization is paid, and the only thing he has to pay 
for is private nursing or if he has a venereal disease or attempted 
suicide or something of that kind. 

Mr. Do.uiver. Suppose a man is taken for acute appendicitis, there 
is no charge at all? 

Dr. Loos. He is taken to the hospital by ambulance and operated 
on, and he is seen all of the way through. 

Mr. Dotutver. Of course, the services are rendered by members of 
the Ross-Loos group. 

Dr. Loos. Yes. 

Mr. Dotiiver. Suppose a man suffers a very serious accident that 
hospitalizes him for years, let us say, what happens then? Is there 
a limitation on the amount ? 

Dr. Loos. There is a limitation of 90 days a year. I cannot recall 
any case that has gone over that. 

Mr. Doxuiver. Well, there is an upper limit to the amount of hos- 
pitalization offered by your plan? 

Dr. Loos. Yes; there is. 

Mr. Dotitver. As I understood your statement, most of your sub- 
scribers were groups of people such as teachers or employees of a 
certain group or public organization ? 

Dr. Loos. Yes. 

Mr. Doxtutver. Do you have also individual subscribers ? 

Dr. Loos. Yes; we have about 9,000 of them. 

Mr. Dotuiver. Do they pay the same? 

Dr. Loos. They pay 50 cents more than the group subscriber. 

Mr. Doxuiver. Why is that ? 

Dr. Loos. For administration and billing and things of that kind 
the cost is more. With most of our groups we get our pay through 
payroll deduction, and with the individual it is a matter of collecting. 

Mr. Doxitver. Suppose a man with a family of five children, minor 
children, would undertake to become a member of your group, how 
much would it cost him a month ? 

Dr. Loos. The same as if he had no children. The reason that our 
fees are as low as they are is because we do not have a monthly fee 
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schedule for dependents. Some groups, as I understand, charge ac- 
cording to the number of dependents. Their rate gets very high 
and it prices the system out of the market. 

We prefer to have our rates as low as possible. And where there 
is extra service required, such as in your family of 5 or 6 children, 
those who need the service pay for it more than those who do not 
have the service rendered. 

Mr. Dotuiver. In other words, in that case, the monthly fee would 
not cover all of the services ¢ 

Dr. Loos. No, not for the dependents. They pay a minimum fee 
of $1.25 for an office call. 

Mr. Dotiiver. Who would be paid for? 

Dr. Loos. Just the head of the family. 

Mr. Dotuiver. Is it possible, for example, for husband and wife 
to get joint coverage, or do they have to take it separately ¢ 

Dr. Loos. They have to take it separately. 

Mr. Dotiiver. Thank you, Mr. Chairman, that is all. 

Mr. Harris. When a man becomes 60 or when a person becomes 60 
years of age, then he is not a subscriber any longer ¢ 

Dr. Loos. Oh, yes, we have several subscribers over 90 years of age. 

Mr. Harris. Well, I noted from your statement a moment ago that 
you had a limitation of a certain age. 

Dr. Loos. In individual subscribers. We do not accept them as 
new subscribers over 50 years of age. 

Mr. Harris. You say 21 to 50% 

Dr. Loos. We do not accept them as a new subscriber, but if he gets 
in under 50 years and lives 30 years he is still a subscriber. 

Mr. Harris. As long as he maintains membership he is in. 

Dr. Loos. Or if a group subscriber loses his job with the group, 
which is a subscriber, he changes automatically to an individual sub- 
scriber. And he can be 70 years of age. 

Mr. Harris. Then you have not undertaken this problem of what 
shall be done about elderly people ! 

Dr. Loos. No; except that if they become old when they are already 
with us, we accept them. 

Mr. Harris. I appreciate that, of course. 

Dr. Loos. You take an older person, his resistance is not as good as 
that of a younger person, and his illnesses are generally longer, and he 
does not get over his cold as quickly as a younger person does. It 
would be very hazardous from a financial st: :ndpoint to take these older 
people. I believe these people could be accepted by every group. And 
I wish we could take all of these older people in. They need it. 

Mr. Hesevron. Doctor, I noticed that you listed one of the problems 
the medical group faced was how to overcome the general hostility 
of the medica! profession and the public indifference to group medicine. 
I wish you would go into that a little more in detail and tell us what 
you did encounter in the way of that hostility and indifference, and 
what you did to overcome it, if you have overcome it. 

Dr. Loos. Of course, groups have been accepted by organized medi 
cine since the inception of organized medicine. The Mayo Clinic and 
the Glinie of New Orleans and the old Cleveland Clinic have been 
accepted. 

We in medicine believe in free choice of physicians. Of course, | 
grant you, there are very few laymen who have good choice in the 
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selection of physicians or else the old chiropractor would not be as 
long as he is. But we believe the man should have his choice of phy- 
sician. We do not have captive patients. Where a man is forced to 
go to a doctor he does not like it. 

Now, that is why organized medicine was objecting to our group in 
the beginning. They thought that we w ere ‘apturing the patients and 
that they were required to come to us. But when it is understood that 
each individual has to select us as his physician, before he is accepted 
by us, really it gets away from that closed type of practice which we do 
not approve of. 

Mr. Hesetton. That hostility has ceased pretty much? 

Dr. Loos. With us, yes. 

Mr. Hesevron. In your area? 

Dr. Loos. Yes. 

Mr. Hesevton. When were the charges brought that you mentioned ? 

Dr. Loos. It 1 was in the early thirties. 

Mr. Hesevron. And that was by the local association? 

Dr. Loos. Yes. And by the California State Medical Association, 
and the AMA, also. But it was all condoned afterward. In fact I 
am an officer of the AMA myself, and I am one of the counselors of the 
State medical association. And we are accepted and approved. We 
have the seal of approval of the American Medical Association on all 
our stationery. 

Mr. Hese.ton. What about the public indifference? What do you 
mean by that? 

Dr. Loos. What is that ? 

Mr. Hesettron. The public indifference that you mentioned ? 

Dr. Loos. Well, the public ought to be sold to get them to all accept 
a thing of this kind. A man does not think of his doctor until he gets 
sick, ordinarily. 

We talk of health insurance. It is mostly sickness insurance that 
the man is thinking of. He is indifferent to any health plan unless he 
gets sick, and then he is very cognizant of the fact. There is great 
indifference on the part of the public at large unless they are sold. 
We do not sell them. 

Mr. Hesevron. There is very substantial criticism throughout the 
country, is there not, to various health-insurance plans, the Blue 
Cross, the Blue Shield, and so forth? Do you feel that reflects a 
growing interest in developing some kind of thing? 

Dr. Loos. Because it has been well exploited. People are cognizant 
of it and know all about it. 

The insurance companies and the indemnification plan of health 
coverage is very good. They advertise and they have solicitors. But 
that is a free choice of physician, and they are indemnified for sickness 
and they can go to any doctor they want. 

Mr. Heserton. Yesterday, we heard testimony from Dr. Garfield 
about that project. And as I recall it he strongly endorsed one of 
the bills introduced by our chairman, which prov ides for guarantee of 
loans so that their particul: ir plan and others could be expanded. 
Do you share that point of view ? 

Dr. Loos. Of course, we do not need money. We are self-support- 
ing, and, of course, we would like to get more money, but then we are 
satisfied. 
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What we would like to see would be the older people looked out for. 
That would not be a loan, but it would be a grant-in-aid. The older 
people should have their fees paid for them. That I think would 
be the greatest help to them. 

Mr. Hesevron. Do you know of any plan that does take in the older 
people as such? 

Dr. Loos. No. 

Mr. Hesevton. What is the cutoff age? Fifty or sixty? 

Dr. Loos. Fifty for joining as individual subscribers, but with a 
group they will be evened up by younger members of the group, and 
so we accept everyone in the group regardless of age. 

Mr. Hesevron. Have you given any consideration.as a group to 
extending your age limits upward and experimenting with what the 
cost would be? 

Dr. Loos. They come in at any age with a group. 

Mr. Hesevron. I am talking now about the question Mr. Harris 
raised about individual enrollment. 

Dr. Loos. There is no schedule that has been figured on that. It 
could be done. We have statisticians who could figure that out in 
probably a couple of weeks time. We would know exactly what it 
would cost to handle that. 

Mr. Heseviton. Probably it would not be excessive; would it? 

Dr. Loos. I do not think it would be. As a rule the oldsters’ ill- 
nesses unfortunately are fatal, a number of them and they do not 
linger on. I do not think it would be so great as one might expect. 

The Cuarrman. Mr. Heselton, in view of the fact that the witness 
has said that within a period of 2 weeks he could prepare a statement, 
do you think it would be well to have such made a part of the record? 

Mr. Heserron. Several of the witnesses who have testified have 
impressed me with the problem of the older people. That problem 
is more acute than it is with the younger people. It is a very important 
phase of this inquiry I would think it would be very helpful if we 
could have that. 

Dr. Loos. We could go through our charts of our older people, the 
incidence of illness, and the expense of handling those; and in a 
couple of weeks we could go through enough charts to have an answer. 

The Cuairman. Too frequently the difficulty seems to be lack of 
actuarial experience ? 

Dr. Loos. Definitely, yes. 

The CHatrrman. And in view of the fact that you have indicated 
that you do have a source that would get to some extent at an actuarial 
experience, I think it would be very important to have it in these 
hearings. If it is possible, we would like for you to prepare it. 

Dr. Loos. I will see that you get a copy of it. 

(The information follows :) 

Ross-Loos MEDICAL Group, 
Los Angeles 17, Calif., March 2, 1954 
Hon. CHARLES A. WOLVERTON, 


Chairman, Committee on Interstate and Foreign Commerce, 
New House Office Building, Washington, D. C. 

Dear CONGRESSMAN WoLverton : Doctor Loos has told me that there was much 
discussion at the committee hearing he attended with regard to the cost of medical 
care for older people, and that he agreed to try to answer the following question: 
“What would be the estimated cost of enrolling and covering persons over 65?” 

As you know, experts have been weighing this problem, including Dr. Falk 
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and Agnes Brewster. I understand, too, that a study of the problem was made 
at the recent Fourth Annual Hospital-Medical Forum of the health and accident 
underwriters’ conference in Chicago in early February. This was, of course, 
from the standpoint of insurance; but somewhat the same conclusions were 
drawn that would concern us in rendering care to these older people. 

sy limiting our thinking to two specifics, namely, the individual coverage as 
offered by Ross-Loos without hospitalization, and limiting enrollment to em- 
ployed or partially employed people over 65, I believe we could offer a rate struc- 
ture of $7 per month for the single member and $8.50 per month for a man and 
wife. If these rates were to be offered, naturally the group could not be pre 
dominately female or male, and we would insist that adequate hospitalization 
would be carried by all of the people to be covered. 

We are quite capable of flexibility within our organization from a standpoint 
of coverage and from a standpoint of approaching medical care of any group of 
people. Our experience in the field of older people stems for the most part from 
our 25-year history and the fact that we are still caring for many of the people 
who were original members of our plan. There is no question but that the best 
answer to the problem of caring for older people is that of finding a means of 
sharing the expense with the more healthy, younger people. But we are finding 
more objection to this theory every year, particularly where our group rate in 
some cases is based upon the average age of the subscribers within a group. 

I hope I have given you an answer to your question. If I can add anything, 
please do not hesitate to ask. 

Sincerely, 
M. W. SHEARER, 
Business Manager. 

Mr. Heseiron. We do, in certain phases of Government, certainly 
encourage individual groups like yours. And we have conducted 
some actual experiments in order to get some worthwhile informa- 
tion. Would you be receptive, as a group, to that type of aid that we 

call research grant ? 

Dr. Loos. I would be glad to help in anyway we could, and that is 
costly, but we could do it. 

Mr. Heseiton. Some of these people who have pioneered in this 
field and demonstrated conclusively that they have been successful 
in the area in which they have worked are cert: ainly the very best kind 
of people to conduct further experiments. We have testimony on 
research and it seems to me this type of research is as important as 
anything we have discussed. 

The Cuatrman. I think there is merit to what you have said. 

Dr. Loos. We have a good staff to do these things. Our business 
manager is on the faculty of a university in St. Louis, he lectures there. 
And we have interns in medical administration; we have a man from 
the University of Nebraska. Those people are glad to have work of 
this kind todo. We can certainly set them to work on it. 

Mr. Hesetron. I was not quite clear on this point: As I understand 
your procedure, you do not have any hospitals, as such? 

Dr. Loos. No. 

Mr. Heseiron. You place your patients in private hospitals? 

Dr. Loos. Yes. 

Mr. Hesevron. Or public hospitals? 

Dr. Loos. That is right. 

Mr. Heseuron. Now, we had testimony yesterday that California 
was a high-cost area. And I think some one said it was around $48 
a day in a private hospital. Testimony was given that under the 
Kaiser plan they were able to operate at a profit. 

In that area they found they had to allocate a quarter of the cost but 
still operate without a deficit. I do not quite understand how you 
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can get paid the low fees and put these people in hospitals and still 
come out ahead if the charges are at that rate. 

Dr. Loos. I think that may be a little high. Our experience would 
indicate it as a little high. I do not think we pay $40 a day. 

I think the prevailing rate-is $8 a day, but extras, such as operating 
room, anesthesia, drugs, dressings, and so forth bring it up to over $20 
a day. 

The cost to us is about $23 a day for a hospital case, according to 
what has to be done. Anesthesia is very expensive, and things of that 
kind, and the basic hospital charge is $8 per day. 

Mr. Hesevron. I noticed yesterday in some part of the press there 
was an article to the effect that the result of the various insurance 
plans in some areas at any rate has been a oneal increased use 
of hospital space, encouraged apparently in some part by doctors 
themselves sending patients in when they seal be cared for quite 
adequately at home. 

What is you experience in connection with your membership ? 

Dr. Loos. We never send a case to the hospital for diagnosis. We 
do it in our own laboratories. It is a practice on the outside to send 
a case to the hospital to be X-rayed and examined. 

We can do that in our own establishment. We do not send them 
to the hospital for diagnosis purposes. We do our tonsils in our 
own office, and we have an operating room in our office. ‘The patients 
in the hospital are evacuated in the afternoon on the same day for 
a tonsil operation. 

That may cut down on our hospitalization. We are very fortunate 
in our physicians. For some reason or other, it is considered an honor 
to work at Ross-Loos, and as a matter of prestige. A man likes 
to come to us for 2 or 3 years training because he can go out and 
have something to talk about. 

It establishes prestige for other positions or in private practice. 
So we are very fortunate in having far more applications for positions 
than we have positions. 

Mr. Heserron. As I recall during the first part of the hearings, 
when some of the insurance people were testifying, there was a 
statement made that it was very beneficial to have a member of one 
of these plans pay a certain portion of the initial cost of any treat- 
ment. He felt that had some sort of a guarantee against abuse of 
the privileges. 

You do not have anything like that, do you? 

Dr. Loos. We have practically no abuse. 

There are a few such peop le. we alw ays have a few in medicine, 
but with a few exceptions we Sans no abuse. People rather feel it 
is their service and they do not want to extract too much from us. 
They do not want to do it, and they feel it is their’s and they want 
to keep it going. : 

There is a feeling of ownership by all the subscribers, and it 
is their service and it belongs to them. 

Mr. Hesettron. That is all. 

Mr. Rogers. What percentage of the patients in a group do you 
sustain a loss on in treating? 

Dr. Loos. Well, according to this reprint that I read, a lot of 
study went into that. It is diagnosed that 90 percent of our people 
get some sort of service every year. 
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Mr. Rocrrs. I do not mean that. Your sick people are your liabil- 
ities and your healthy members are your assets. What percentage of 
your people in your group do you sustain a loss on? 

Dr. Loos. I do not believe we could tell that to you. It would be 
very difficult to find out that information. 

Mr. Bennerr. Doctor, I notice you say that one of the additional 
problems to be faced on this matter is the threat of governmental 
interference in the practice of medicine, what do you mean by that? 

Dr. Loos. Socialized medicine, which we detest. That is such as 
they have in England. 

Mr. Bennett. How do you define socialized medicine ? 

Dr. Loos. Well, doctors are paid through taxation. 

Mr. Bennett. I was trying to get your idea of that. Socialized 
medicine is a broad term. Apparently it means what the individual 
in speaking feels it means. 

You are an expert in this field and you have made the statement 
about governmental interference, I was interested in your views. 

Dr. Loos. I mean the Government assuming the costs of all medica] 
care. 

Mr. Bennett. You mean a plan similar to the one that is in effect in 
England ? 

Dr. Loos. Yes, such as it is in England, that nobody pays the doc- 
tors, and it is paid by Government. 

Mr. Bennett. Do you think that the plan your association or your 

group has undertaken is a solution to better medical and hospital care 
for the country as a whole? 

Dr. Loos. I certainly do. I would like to see many groups such as 
ours throughout the country, not one group doing it, but many other 
little ones, and in fact I would like one across the street from me. 

Mr. Bennett. Is your feeling shared by other medical people ? 

Dr. Loos. I think it is. We have our own physicians service, the 
Blue Shield plan, and that has its limitations because there is an income 
limitation for those who can get service through it. One of the 
objections I have to it isthat. But the doctors, themselves, are pushing 
this insurance plan in every way they can. 

Mr. Bennett. Does the American Medical Association and various 
State medical associations favor the expansion of groups such as yours ? 

Dr. Loos. Not so much an expansion of them because they do not like 

closed panel systems. It gets back to the basis of free choice of 
yhysicians and most of the closed panels do not give that. Ours, 
faapily. does. They are fearful of the closed panel system and they 
would not suggest more of them than are at the present time in opera- 
tion, but they do like health insurances. 

Mr. Bennett. Does the State Medical Association of California, 
for example, favor the expansion of groups such as yours ¢ 

Dr. Loos. No, they do not. 

Mr. Bennett. Does the American Medical Association favor it ? 

Dr. Loos. No, they do not like closed panels. 

Mr. Bennett. Is that the basis of their objection ? 

Dr. Loos. Yes, because it robs the patient from the privilege of hav- 
ing the free choice of physician. We believe in free choice of physician. 

Mr. Bennett. I assume you do differ with the medical association ? 

Dr. Loos. I don’t want to be egotistical but we give our people the 
free choice of physician and we accept them only individually. They 
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accept us as their doctor and they have free choice of ae g us. 
If they don’t want us, they go somewhere else. I am one of the biggest 
salesmen the California physicians service has. 

A group applies to us for services and I alw: ays suggest that they 
look into the California physicians service and that that might suit 
them better with a free choice of physicians. 

Mr. Bennett. Are you handicapped to any extent by the fact that 
you are not able to advertise, or do not advertise ? 

Dr. Loos. As far as that goes, we do not care to be big, or bigger. 
If I had accepted all of the groups who applied to us, we Avs l nee 4 
our city hall to house us. We have put the brakes on. We ca 
accept too many. We feel we can’t be too big. We operate in our 
own building, which we own and it is a 13-story downtown office 
building, and we have branches in the various satellites of Los An- 
geles which are all our own branches and all branch buildings which 
we have built. We have about $2 million worth of property that 
has been paid for out of our tax dollars. 

Mr. Bennett. Well, unless groups like the one you have do expand, 
do advertise, or do make their services known to the people, how is 
the public going to be able to take advantage of it, assuming it is a 
good thing. 

Dr. Loos. Well, of course, it is by word of mouth. That is the only 
way it is known. Now, we have had opportunities to go to San 
Francisco and, in fact, former Mayor Rossi of San Francisco invited 
me up.and wanted to buy me the Italian Hospital for our hospital and 
wanted us to go to San Francisco. We gave it a great deal of thought 
and decided it was impossible for a gt roup of « bee tors to practice medi- 
cine efficiently and scientifically to be spread all over the map. 

Mr. Bennerr. What do you think the Federal Government can do 
in this field ? 

Dr. Loos. They might subsidize payments for the oldsters. I don’t 
think it is necessary to build hospitals. There are enough hospitals 
in a way, and I don’t think medical groups should be in the hospital 
business. 

Mr. Bennett. Well, do you believe the Federal Government should 
or could better provide this kind of protection for the people than is 
the case of private groups such as yours ? 

Dr. Loos. I don’t know. I am a great believer in free industry, 
and it seems to me that the American people can pay for their own 
rather than have the Government do it. After all, if the Government 
does it, it.is coming out of our pockets anyway through taxation. 

Mr. Bennett. You have the right to cancel out a subscriber; do 
you not? 

' Dr. Loos. Pardon me? 

Mr. Bennett. Do you have the right to cancel a subscriber’s service ? 

Dr. Loos. Oh, no, we have to continue with him. 

Mr. Bennett. You mean as long as he pays? 

Dr. Loos. Yes. 

Mr. Youncer. Just a moment. 

Dr. Loos. We can cancel him on 90 days written notice. Otherwise, 
you might get a case that was costly. We must give 90 days and he 
must give us 90 days. I can’t remember any case where we have 
ever expelled a subscriber. 

Mr. Youncer. You have never expelled one? 
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Dr. Loos. There may have been one but not that I can recall. 

Mr. Priest. I understood you to reply to Mr. Bennett’s question by 

saying that there was an adequate number of hospitals. Do you mean 
that to apply to the Nation, generally, or the area in which your 
organization operates ¢ 

Dr. Loos. In our area, at the present time, I believe there are enough 
hospitals. The Catholics have built many hospitals. Recently, two 
more have come up in our midst and we have a very large general 
hospital. There was a time during the war when we had trouble 
getting hospital beds and there weren’t enough and we had to send 
many of our cases to the county hospital but that does not prevail at 
the present time. 

Mr. Priest. You do not believe, then, that there is an adequate 
number of hospitals to meet the need of the Nation as a whole, or at 
least you did not have that in mind in your answer ? 

Dr. Loos. No; I think that there are some areas that are short in 
hospitalization. 

Mr. Priest. Thank you very much. 

Mr. Bennett. I have just one other question. What is the essential 
difference between the plan of your group and the various Blue Cross 
or Blue Shield arrangements? 

Dr. Loos. Well, the Blue Cross and the Blue Shield, both, have no 
staff. You can go to any doctor you want. The doctor is paid on an 
indemnity basis. He renders a certain service and he bills the system 
for the service he has rendered that individual. Any doctor can treat 
the case. But, with the closed panel, the doctor is on salary and he 
only treats those cases that are within the group of acer. 

Mr. Bennerr. Do you give a wider range of services than the 
Blue Cross? 

Dr. Loos. I think we do and we do a great deal of preventive medi- 
cine. Blue Cross and Blue Shield is really sickness insurance, more 
than health insurance. You can’t go for physical examinations or 
things that are not really treatment for sickness. I think our service 
is greater in extent. 

Mr. Bennerr. Do you think there is a place for the kind of thing 
you are doing and for Blue Cross or Blue Shield ? 

Dr. Loos. I think so; yes, sir. 

Mr. Bennerr. You do not feel that you are in competition with 
each other? 

Dr. Loos. No, not at all. 

Mr. Hate. Do you think there has been a change in public sentiment 
in the last 20 years about these group medical plans? 

Dr. Loos. Indeed there has been; yes. 

Mr. Hae. To what do you attribute the cause for this change? 

Dr. Loos. Well, people are more enlightened. The insurance idea 
has spread and the »y are more cognizant of it. Do you mean in groups 
or prepaid care? 

Mr. Hate. I mean the general public reaction to the type of thing 
that you are talking about. 

Dr. Loos. Yes, it is greater. There has been advertising and so 
much has been written about it. The insurance companies have writ- 
ten about it and there are a great many people who use it and I think 
that was the cause of it. You can’t help but think that perhaps the 
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inroads of socialized medicine are broad and has some effect on it also. 
People are thinking. 

Mr. Hate. Your group has no hospital and does not want one? 

Dr. Loos. That is right. 

Mr. Hate. It differs in that respect from the Kaiser Foundation 
that we were discussing yesterday ? 

Dr. Loos. Oh, yes. They own their own hospitals and they have 
had a little difficulty in getting hospitalization for their cases and it 
was necessary for them to build hospitals. 

Mr. Hate. Are there any outstanding differences that you want to 
comment on between your plan and the Kaiser plan? 

Dr. Loos. The Kaiser plan, as I understand it, solicits or does sales- 
manship and they require or they take all of the members of a union 
and there is no individual selection on the part of the union members 
for getting it. That is really the reason that organized medicine ob- 
jec ts to the Kaiser plan. 

Mr. Hate. Does organized medicine object to the Kaiser plan? 

Dr. Loos. Yes, they do. 

Mr. Hare. Just what do you mean by “organized medicine? 

Dr. Loos. Well, in our State the California Medical Association does 
not consider that that plan is ethical. Now, I am not saying anything 
against the plan and I think that they are good doctors doing good 
work, but we believe doctors should run medical plans. 

Mr. Hate. All of these plans really proceed on the assumption of a 
kind of insurance, is that not correct? 

Dr. Loos. That is right. 

Mr. Hate. Life-insurance companies solicit prospects very vigor- 
ously so why shouldn’t medical groups or insurance groups do the 
same ? 

Dr. Loos. May L ask if you are an attorney ? 

Mr. Hate. Yes. 

Dr. Loos. Do you advertise for clients? 

Mr. Hare. No. 

Dr. Loos. I don’t want to advertise for patients. 

Mr. Priest. I understood Mr. Kaiser yesterday to make it very clear 
that under the Kaiser plan there was not any solicitation or effort to 
sellthe plan. Lasked the question in the record, “I would be interested 
to know”—and his answer was that they considered it unethical. 
Then I asked the question : “I would be interested to know why it is con- 
sidered unethical to sell the plan” and Mr. Kaiser’s answer was: “Be- 
cause the doctors considered that it is unethical to sell medicine and, 
therefore, they declare that any doctors are unethically practicing if 
they are selling medicine,” and he commented at some length on that 
in other places. And I understood you, doctor, in reply to Mr. Hale 
to say that it was your opinion that the Kaiser plan was sold or that 
they do solicit. It would seem to me to be in contradiction to Mr. 
Kaiser’s statement about the plan. 

Dr. Loos. Of course, Mr. Kaiser knows more about it than I do. 
It is the presumption and it may be erroneous on the part of doctors 
that they are advertising and do solicit. Perhaps they are not. If he 
says they are not doing it, they are not, but we consider that they are. 

Mr. Hate. I want to express my gratitude to Mr. Priest because 
he confirms my recollection of yesterday’ s testimony. It certainly 
was my impression that solicitation was not a part of Kaiser’s plan. 
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Dr. Loos. If Mr. Kaiser said that, I believe Mr. Kaiser. He is a 
man of his word and I think he was telling the truth. But we doctors 
are under the impression that the plan is being sold. 

Mr. Hae. I can conceive of an ethical difference between Doctor A 
advertising that he was a good doctor, and Doctor B advertising he 
was a good doctor, and a medical group advertising insurance pro- 
tection—the general idea. Maybe I am wrong about that. It seems 
to me that the two things are not altogether the same. 

Dr. Loos. I think there is a point there that I might be able to make. 

sue Shield can advertise and they are advertising for all of the 
doctors. and not one Dr. Smith who is considered a great specialist 
or Dr. Jones who is conside red very fine, but for all of the doctors. 
In California, even the osteopaths are included. That form of adver- 
tising is all right, but where you advertise a specific group of doctors 
with a closed panel as being the ones you should go to if you get sick, 
that is personal aggrandizement and is unethical for that reason, That 
is the great difference, if I make mysel If clear. 

Mr. Hesevron. Personally, I want to say that I am interested in 
the ethical side of this, but I am a little puzzled about what you just 
said in answer to the question asked. I thought you said one of the 
reasons the programs were so successful was because people were 
becoming more enlightened. Now, it is a little difficult for me to see 
how people are going to be enlightened if they are not told what is 
available. For instance, here this morning you are a witness before 
this committee at a public hearing and the press is here. Undoubtedly, 
there will be some stories printed in the press and statements made 
over the radio to the effect that here is a plan that is working success- 
fully. You have over $2 million of property and I assume that you 
are making a profit every year. Yet, you are furnishing services to 
people I noticed in the dependent classification at a rate of $50 for a 
major operation. You cannot get that kind of service anywhere 
under existing conditions, as I understand it. 

Is it not important that the people should know and doctors should 
know that this sort of thing can be done successfully? Yesterday, as 
T recall it, it was testified that young doctors coming in under the 
Kaiser plan were being paid at the outset something like six to seven 
thousand dollars a year. It isa lot more than many young doctors get. 

Dr. Loos. The reason that this operation can be done ‘for $50 with 
us is because the subscription fee per month from the head of 
families pays for that operation. You want to realize there are many 
people who pay that month after month and never get service. 

Mr. Hesewron. It has been suggested that I ask this question: What 
are the going fees for an operation for appendicitis? 

Dr. Loos. About $250 would be the private fee. 

Mr. Hrsevron. Is that against $50 in your case? 

Dr. Loos. Yes, for a dependent but for the subscriber it is nothing. 

Mr. Heseton. I realize that. 

Mr. Petry. Doctor, I think that you also indicated your impression 
that the Kaiser plan took away from the medical men the manage- 
ment of their operation. My impression was, yesterday, that Mr. 
Kaiser indicated that he very firmly believed and they so operated 
that the doctors themselves ran their operations. That is one thing 
he emphasized. 
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Dr. Loos. Again, we may be wrong about the Kaiser plan. I hate 
to make any statements about it because I do not know. We under- 
stand that it is a lay-owned operation. 

Mr. Hare. What is that! i. 

Dr. Loos. That it is a lay-owned operation. By that I mean, it is 
not doctor-owned. 

Mr. Harte. You mean owned by laymen ¢ 

Dr. Loos. Yes. 

The Cuatrman. Are there any further questions ? 

Mr. Thornberry. In your answer to the questions by Mr. Bennett 
a moment ago, between closed panel and other groups, did I under- 
stand you to say that you did not consider your’s a closed panel group ? 

Dr. Loos. It is a closed panel, but our patients have the free choice 
of physician. Our patients either select us as their doctor or they 
select John Smith down the block for their doctor. 

Mr. Tuorneerry. And they get the same services? 

Dr. Loos. We don’t pay Dr. Smith. 

Mr. THornperry. What you mean is that if a man pays his sub- 
scription fee to your group, he can either have a member of your group 
without paying a physician or he can go outside your group and pay 
the physician. 

Dr. Loos. He can pay out of his pocket, yes. 

Mr. THornperry. I understand the distinction you make. 

Dr. Loos. When he chooses us for his physician, he decides to pay 
us his monthly payment, but if he does not want us for his physician, 
he does not pay the monthly payment. He doesn’t have anything to 
do with us. 

Mr. THornperry. He makes his choice at the time he decides 
whether to subscribe to your services? That would be true of any 
closed group ? 

Dr. Loos. Yes, except any org ranization might accept a group. 
This is a hypothetical answer and a union might accept a medical 
group with all of the members of the union taking that group and 
the individuals'in that union would not have a chance to say whether 
they wanted it or not. 

Mr. Tuornperry. As I understand it, you mean if a group, whether 
it is a union or a committee here, can either belong to this group or 
not and even if we don’t want to use the group we still have to pay 
the money ? 

Dr. Loos. That is right. 

Mr. Tuornverry. I was interested in your statement, also, that you 
did not think that you ought to have any system of medicine where the 
Government paid for it. Then, I was particularly impressed by your 
answer to the question of what the Federal Government could do and 
that is to subsidize medical services for the aged. That would be an 
exception to what you have said, 

Dr. Loos. I was asked the question in what way could the Govern- 
ment help. Wedon’t want to borrow any money from the Government 

and they could not help us in that way, but a way that they could 
help, without getting away from free enterprise which I believe in, 
is in paying for the oldsters, which we ¢ annot handle ourselves. 

Mr. THornserry. Do you think it ought to be done? 
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Dr. Loos. Well, you get me suddenly. Without giving much 
thought to it. I would say on the spur of the moment that it should 
be done. 

Mr. Tuornzerry. You think it is a point. 

Dr. Loos. I think it is a point where the committee could make a 
good recommendation and that is that the older people should be looked 
out for by the Government. 

Mr. THornzerny. That means by direct payment by the Federal 
Government to either groups or doctors # 

Dr. Loos. They could help in this way but we don’t want to bor- 
row any money. 

Mr. ‘THorNBerRY. Now, you were saying that organized medicine 
was under an impression about the Kaiser foundation. Didn’t you 
say that organized medicine was under an impression 20 years ago 
about your group in which you think they were erroneous? 

Dr. Loos. That is right. 

Mr. Wareurton. Dr. Loos, I wanted to ask you a question. You 
indicated that you and Dr. Ross believe that effective preventive medi- 
cine could be achieved. How do you incorporate the practice of pre- 
ventive medicine into the services that you are able to render the sub- 
scribers to your plan? Do you consider the preventive medicine fac- 
tor merely the original physical examination at the time of application 
is filed or are there other actual steps taken during the time the sub- 
scribers belong to the plang? . 

Dr. Loos. Well, there are more things in preventive medicine than a 
physical examination, such as vaccination against smallpox. That is 
preventive medicine. Suggestions as to diet, exercise and habits of 
life are all preventive medicine. So there are many, many things in 
preventive medicine that can be done. I think a physical examina- 
tion is rather a slipshod way of practicing preventive medicine. 

Mr. Warsurton. When do those other aspects of it actually become 
a concrete fact in the service you give? For example, if a patient who 
is ill comes in for treatment is it at that time that you attempt to set 
up these other factors? Is that right? 

Dr. Loos. Yes. 

Mr. Warzurton. And do you carry them on from time to time? 

Dr. Loos. That is right. A man might come in with a fixed chest 
cold and might have a bad heart. He “will be examined and we will 
find out everything about that man’s chest when he comes in for that 
examination. Many things might be discovered that, the man does 
not know exist. That would be preventive medicine. 

Mr. Warsurton. Do you concentrate your basic research and lab- 
oratory work in your main building ¢ 

Dr. Loos. Yes. 

Mr. Warsurton. Thank you. 

Mr. Priest. I have one more question. 

You said that you did not want to borrow any money from the Fed- 
eral Government, or that your organization did not want to borrow 
any money from the Federal Government. Assuming that there are 
other groups who might desire to borrow money, and ‘who might need 
some financial assistance, do you have any position with reference to 
such policy or program. In other words, do you believe the Federal 
Government should make possible loans as suggested by President 
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Eisenhower in his state of the Union message to groups that might 
desire financing at fairly long-term periods and at reasonable rates 
of interest ? 

Do you have any objection to that ? 

Dr. Loos. I would have no objection; no. 

Mr. Bennetr. I have one other question, Mr. Chairman. I am 
confused in my thinking as to how your plan works and I want to ask 
you 1 or 2 questions to get it clarified. 

One of your members has a dependent who can have an appendec- 
tomy for $50. A private practitioner in your community charges 
$250 for the same thing; am I right about that? 

Dr. Loos. I don’t believe I understand your question. 

Mr. Bennett. Well, as I understood you to testify if I am a sub- 
scriber in your group and I have a dependent who is not a subscriber, 
my dependent is entitled to certain reduced medical rates. Is that 
true? 

Dr. Loos. Yes. 

Mr. Brennetr. For an appendix operation, that would be $50? 

Dr. Loos. Yes. 

Mr. Bennett. Now, the private doctor in your community charges 
$250? 

Dr. Loos. Yes. 

Mr. Bennetr. What I am wondering is what is happening to the 
private practitioner out there. How can he compete with your medical 
group, or can he? 

Dr. Loos. You want to realize that the private practitioner does not 
have anybody paying him a subscription fee every month. As I 
stated, many people pay their monthly rates to us that never come into 
the building year in and year out, but we get the money just the same. 

Mr. Bennerr. The difference between | your system and the Blue 
Cross or the Blue Shield is that under the Blue Shield the patient 
after having paid for the services selects any doctor he chooses and 
all doctors are paid the same fee. 

Dr. Loos. They are given a rate. The physicians’ service and the 
Blue Shield or the Blue Cross have a scheduled rate that they will 
pay. They may not pay $250 for an appendix operation. I do not 
know what it is, but they may pay $175. That would be the rate that 
the doctor would have to accept. He would get less rate with the 
physicians’ service than he would in private practice. 

Mr. Bennetr. Would the extension of your plan ultimately, if it 

yas carried on extensively throughout the country, tend to eliminate 
the private practitioner ? 

Dr. Loos. No. He probably would go to work for the plan. 

Mr. Bennett. That is what I mean. But it would eliminate him 
as a private practitioner and he would be obligated to go to work for 
one of these groups, would he not? 

Dr. Loos. Yes. 

Mr. Bennett. That is all. 

The Cuatrman. Doctor, you have no hospitals and do not want any 
hospitals in connection with your organization; is that right ? 

Dr. Loos. Yes. 

The Cuarrman. You are perfectly satisfied to utilize the services 
of hospitals already in existence? 

Dr. Loos. Yes. 
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The Cuarrman. Is there any choice with respect to the hospitals } in 
the Los Angeles district to which your subscribers can enter 

Dr. Loos. No, there is no choice. 

The Cuarrman. There is no choice? 

Dr. Loos. No, because nearly every hospital in our area is a closed 
panel hospital and an outstanding surgeon might go to the Methodist 
Hospital but would not be allowed in this P resbyterian Hospital. It is 
a closed staff. Now, we are on the staff of the Queen of Angels, one of 
the largest hospitals out in the West. We take our patients there. We 
are on the staff of the Hollywood Hospital and Freeman Hospital and 
Santa Monica Hospital but we prefer to centralize our work. We do 
that in one hospital. Most of our work is done at the Queen of Angels 
Hospital. If the patient did not want to go to a Catholic hospital, we 
could operate in a Jewish hospital if we had to. 

The Cuairman. Is it possible for your physicians to follow your 
patient into the hospital ? 

Dr. Loos. Oh, yes. 

The CuHarmman. Would that be true in any hospital other than the 
one you have selected ? 

Dr. Loos. No, except those in which we are members of the staff. 
I speak about Jewish hospitals and the Temple Hospital. We are on 
that staff and the staff of the Hollywood Hospital and we could go to 
those in which we have staff membership, but a hospital where we do 
not have staff membership, we could not go into. 

The Cuatrman. My experience has been in my locality that this 
question of freedom of choice does not find application fully by those 
who call for it. 

Dr. Loos. You are quite right. 

The Cuatrman. I am very well aware of the fact that in my locality, 
and in no way speaking disparagingly of the services rendered by the 
hospitals or those on the staff, if I am in the hands of a physician, 
and it becomes necessary for me to be hospitalized, my physician whom 
I have selected would not be permitted to go into that hospital and 
practice or could not continue to treat me. 

Dr. Loos. You are quite right. That is a weakness. 

The Cuarrman. There are individuals at times who are crying out 
for a choice of physicians and they are the ones that deny you a choice 
of physicians under certain circumstances. So that the argument 
that is made about choice of physicians to my way of thinking is too 
often made as an excuse or reason to be opposed rather than it is a 
belief in the real principle of choice of physicians. 

Dr. Loos. That is quite true. When it comes to hospitalization, that 
is true. I am sorry to have to state that what you stated is true. A 
doctor cannot take his patient to any hospital." You may not have to 
go to a hospital and maybe it is a house treatment and you should have 
the f Tree choice. 

The Cuatrman. Now, you say it is unethical to advertise. 

Dr. Loos. Yes. 

The CHarrmMan. Sometimes I wonder why so much stress is laid 
upon the ethics of advertising when we are all aware of practices that 
in the mind of a layman, at least, are unethical. The eyes of the people 
have been opened through magazine articles that would indicate prac- 
tices that I do not think anyone would care to accept as aiieal and 
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there has been condemnation of them as unethical. So far as any 
active Opposition is concerned, if we are to base it upon penalties, I 
have not been aware that in many of these instances of glaring un- 
ethical practices that there has been any disposition to handle them in 
a way that it would seem they should be handled. I do not wish to 
go into the details of it and I think we are all aware of what has been 
published in magazine articles with reference to the subject and I 
think we are all aware of the fact that the AMA, itself, has recognized 
it by appointing committees to make studies and to deal with the 
situation. But when you say you cannot advertise, maybe that is true 
as to an individual but where an organization is formed such as yours, 
for instance, and such as the Kaiser Foundation that we learned of 
yesterday that has such a worthwhile purpose and reason for its exist 
ence, namely, to enable the average person to meet the burdensome cost 
of medical attention and hospitalization and for a reasonable sum 

give him sec urity in a matter of that kind—I fail to see how you can 
canine a principle that it is unethical to advertise a matter of that 
kind for the benefit of the people. If it is not unethical to form the 
organization and to carry it on, what makes it unethical to bring it to 
the attention of the people after you formed an organization? I just 
cannot follow that. 

Dr. Loos. Of course, we are all newsworthy people and I may dis- 
cover a cure for cancer and I would be written up in all of the maga- 
zines and that would be advertising for me. But it would be something 
that I would have nothing to do about financing that advertising 
What you say about a group such as the Kaiser plan or the Ross-Loos 
plan advertising would be extolling the virtues and accomplishments 
of its medical staff. 

The CuarrMan. I don’t see that. You are not advertising as to the 
efliciency of your particular staff as practicing physicians, but you are 
merely advertising that a certain plan exists by which a person can 
obtain medical services and hospitalization at a cheaper rate by joining 
together with others who have a like desire. I do not say that you 
should go out and praise to the skies the ability of the particulan 
physicians that are in your organization. 

A moment ago, you said that a choice does exist and an individual 
has to sign up to join your organization. In other words, he has to 
make a choice whether he wants your physicians or whether he does 
not want them. That is a choice when he does that. Now, my point 
is this: He has to make a choice in that respect between your physi 
cians and some other physicians. What is wrong in bringing to his 
attention the fact that membership in your organization will enable 
him to more surely meet the cost of future illness than would other- 
wise be the case? I do not see where the ethical part of that comes in. 
Maybe, when the AMA appears before us they will make some state- 
ment that will open our eyes. 

Dr. Loos. They probably will be more competent to answer that 
than I am, but I still feel it is not right to advertise. Maybe, the AMA 
can give you better reasons than I have. 

The CuHamman. I am not in favor of advertising particular in- 
dividuals as to their capacity and that sort of thing. I am speaking 
about a philanthropic organization, in some instances nonprofit, even, 
and in other instances profit organizations but at any rate giving serv- 
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ice to people that is necessary at a limited cost. What is wrong in 
advertising that? They can still choose whether they go into the or- 
ganization or go to some other physician. 

I do not want to put you in an embarrassing position, but I am hop- 
ing that as the people’s minds become enlightened on the subject that 
maybe those who fix these ethics and call that unethical will likewise 
have their minds opened that as long as you are doing things for the 
benefit of individuals, you cannot be \ very unethical. 

Mr. Hesevron. While you have been making these remarks, it oc- 
curred to me that the ethics of the bar association and the medical pro- 
fession in this particular field are somewhat alike. As I recall it, the 
legal-aid societies which are organized in every State can advertise 
the fact that they can furnish services to people who cannot afford 
it. It seems to me that there is something analogous between the 
legal-aid society and groups such as this. 

The Cuarmman,. At least a question of degree, it seems tome. I do 
not want to have you feel that I am taking offense to your expression 
of opinion here. I am only trying to speak in a way that I hope will 
create some thought as to the future attitude toward organizations 
such as your own which I consider so worthwhile and which have been 
conducted on such a splendid basis that they should not be handicapped 
in rendering the fullest service possible merely because someone calls 
it unethical to bring it to the attention of the average citizen. 

I think the time has come when the medical profession must rec- 
ognize that the problem of costs is a very serious problem to the fami- 
lies that require medical attention or hospitalization, especially of a 
long duration and that we must do something about it. It should not 
be delayed and it is not unethical to provide programs or plans or 
ways or means by which service of that character can be rendered to 
those who feel that they have need of it without those who give the 
service being charged with being unethical. 

Dr. Loos. That is quite true and I recognize your quandary about 
it. It is something that is hard to explain but I must say that if we 
expanded the way we have been requested to, we would never need 
advertising because, perhaps, we are a household word in the 25 years 
we have been in existence. I can realize, however, that a new group 
starting would have tough sledding getting started. 

The Cuarrman. When we come to the question of what is and what 
is not socialized medicine in this day and generation, it is awfully 
hard for me to differentiate. In other words, we provide a service 
for our veterans, for instance, that no one that I know of would ¢: ire 
to change. Is that socialized medicine? 

Dr. Loos. No; I don’t think so. 

The Cnatrman. I am glad to hear it. Then, we won’t have to 
fight it on that basis. 

Dr. Loos. I am greatly in favor, being a veteran myself. It tends 
to slant my opinion but ‘T am in favor of the veterans getting every- 
thing we can give them. 

The Cuamman. That is justification for most of us that have been 
in Congress when that type of legislation has been before us for 
consideration. 

Now, I have noticed too frequently that when any legislation is 
proposed that would prove helpful to the average citizen—today we 
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seem to agree that something should be done for the aged—the charge 
is made by the opponents of it that it is socialized medicine. When 
you consider the welfare of the Nation and of its individual citizens, 
the important part that they take economically as well as in our na- 
tional defense and maintaining our security, we cannot believe that 
those things that you do to improve health and keep health are uni- 
formly to be termed “socialized medicine.” I am hopeful that dur- 
ing these hearings and as it is made plain to us by so many witnesses 
of the great toll that disease has taken and of the tremendous cost 
there is to provide proper medical attention, there will be a change in 
thought and a recognition of the necessity from a governmental sti ‘and- 
point that the problem be solved in a way that will promote the wel- 
fare of our people. 

I am very hopeful that, as a result of these hearings, we will be 
able to develop a basis for the rendering of that help which under 
present conditions has become so necessary. I would like to see it as 
you do within the type of structure of Government that we have. But, 
just because it is helpful, not to consider it necessarily socialized 
medicine. 

Dr. Loos. Of course, Mr. Chairman, we in the medical field feel 
that a system such as they have in England is not to better the health 
of the people as it should be. 

The Cuatrman. What is that? 

Dr. Loos. It is not bettering the health of the people because the 
doctors are not spending enough time on diagnosis and they are slight- 
ing their patients and, I believe, that that is our objection to a truly 
socialized medicine with the Government paying all of the costs. 
The patient would not get the care to which he is entitled. 

The CHarrman. I do not want to enter into a discussion of any 
particular Nation’s policy at this time, but some members of this com- 
mittee, after the adjournment of our hearings last fall, took upon 
themselves to visit countries that had outstanding health programs 
with a desire to ascertain whether they were satisfactory, and how 
they were considered by the people and by the doctors. I do not want 
to go into all that we learned. We learned a great deal all the way 
from E ngland with its program, to the East, including Australia and 
New Zealand, so we did not overlook any place in that program. It 
was surprising that even in England where 4 years ago our committee 
found so much opposition to the program that was then being insti- 
tuted that today much or almost all, it would seem, of the opposition 
had disappeared and that doctors were cooperating in the carrying 
out of the plan. Recognizing that at first perhaps some mistakes were 
made in the expansive program that had been adopted, but, neverthe- 
less, with the elimination of those mistakes which some would term 
“evils,” there had become a more general satisfaction on the part of 
physicians as well as the people with the service that was being 
rendered. 

That was a bit surprising and I am not offering it here as a support 
to the plan that is in existence in England. This is not the time nor the 
place to consider that, but I do want to say that there had been a very 
considerable change of viewpoint in the 4 years that have transpired. 
[ would say that in Australia and New Zealand, each of which have 
outstanding methods, there is the greatest amount of cooperation be- 
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tween the doctors and the ministry in the administration of their 
health agencies. It indicates that if other consideration is given to 
this health program, it can prove beneficial. I do not want to go into 
all of the different types of legislation or I do not want to be assumed 
to accept all forms that in some instances could very probably be called 
socialized medicine, but I want merely to indicate that there comes a 
changing viewpoint as people become used to changed conditions that 
bring about these different opinions that exist today from what existed 
before. That is within our own Nation and within our own structure 
and without having socialized medicine, I am personally of the opinion 
that a program can be evolved that will be helpful to our people in 
carrying the burden of medical attention and hospitalization. 

Dr. Loos. Mr. Chairman, I am sincerely hoping that this committee 
will bring that about. I spent the summer in Europe and I get 
rather a different impression than some of your committee people did. 

3ut, I hope that this commitee can decide upon something along 
American lines that will help the situation which needs to be 
helped, I will admit. 

The Cuatrman. That is what we are endeavoring to do, and it is 
what we would like to have the help of the AMA on, and the help of 
all other individuals interested in this subject. I hope the time will 
come when the AMA will recognize this problem to such an extent that 
it will formulate a solution of its own, and it will come before Congress 
and ask for its adoption. I think that would be in accord with the 
duties and the responsibilities of a physician. 

Preliminary to the next witness who will appear before us, Dr. 
Magnuson, and the report of his committee entitled “Building 
America’s Health,” a report to the rane nt by the President’s Com- 
mission on the Health Needs of the Nation, I have in that connection a 
statement on the report of that Commission by the board of trustees of 
the American Medical Association. 

All through that statement of the board of trustees there are 
declarations of dissatisfaction. For instance, it says, without naming 
it, “The Commission has described the welfare state. It may be just 
as well to call it by its true name, the Socialist state.” 

Now, I could go on through this, and I have it marked and I will 
probably go into it further when the next witness appears, but the 
criticisms that are made in the report of the board of trustees of the 
AMA against this Presidential Commission, are strong objections. 
Yet I fail to find any solution that is offered by the AMA. 

I am not a person who objects to criticism, but I do think we have a 
right to expect that criticism shall be constructive and shall be helpful. 
When you criticize what someone else has done with good intent, you 
could prove your good intent better and more surely by presenting 
with your criticisms something in its place as a solution. 

I hope the day will come, and I mean it just as emphatically as 
I can express it, when the AMA will recognize this problem in a 
way to challenge it by coming to Congress and providing some means 
of solution. 

My remarks have been sincere an : have been from the heart and 
I will never apologize for anything that has that source. 

Mr. Hate. On this question of advertising, does your organization 
not have any kind of solicitation of subscribers ? 

Dr. Loos. We never have; no. 
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Mr. Hater. Do you see any ethical difference between a solicitation 
of subscriptions and paid advertising? 

Dr. Loos. Well, I think there would be a difference if we incited 
that nonpaid advertising. 

Mr. Hate. What is that? 

Dr. Loos. There would be a difference if we incited it, but if some- 
one takes it upon himself to go out and tell what a great organization 
we are, that is not advertising. 

Mr. Hater. I have no objection to a client of mine saying that I 
am a good law yer. 

Dr. Loos. We have no objection to that either. That is word of 
mouth. 

Mr. Hate. You have raised some very interesting questions. 

Mr. Youncer. I just have one question, Doctor, and that is about 
this matter of choice of physcians which appears to me to be only a 
matter of degree because when the AMA say that the Blue Cross gives 

1 free choice of physicians that, in itself, is limited. It is limited to 
the physicians who are willing to accept the fees paid by the Blue 
Cross so that all free choices are a matter of degree; isn’t that true? 

Dr. Loos. That is true. 

Mr. Younger. That is all. 

Mr. Busu. Doctor, did I understand that your members get free 
all medication ? 

Dr. Loos. They pay for their own drugs. 

Mr. Busu. They pay for their own drugs? 

Dr. Loos. Yes. That went into effect about 3 years ago. 

Mr. Busu. Today, the cost of drugs is one of the big items in being 
sick. 

Dr. Loos. Well, it is not an insurmountable cost. Drugs are not 
ordinarily too expensive. 

Mr. Busu. I just happened to be sick a little bit last year and those 
drugs were just out of this world as far as costs were concerned. 

Dr. Loos. Up to 3 years ago, we did not charge for drugs, but we 
had to do that because of the cost. 

Mr. Busu. Is it not the reason you do not provide for payment of 
the drugs that they are getting so costly and you would have to increase 
your membership rates? 

Dr. Loos. That is true. 

Mr. Busu. That is what I thought. 

Dr. Loos. However, I might state that the drugs they buy from us 
are at cost plus a handling charge, much Jess than they would get in a 
drugstore. 

The CHatrman. IT have been requested to ask this question by a 
member of our staff. Under your plan, members pay monthly 
dues but their dependents pay on a fee-for-service basis. The ques- 
tion is why is that distinction made between members and their de- 
pendents. Is it not preferable for the head of the family to prepay 
for himself and his dependents ? 

Dr. Loos. You are quite correct, Mr. Chairman. We do not charge 
for the dependents on a monthly periodic payment plan because it 
would be so costly. It would price us out of the field. We would 
rather keep the costs of the subscription down to a minimum. Then, 
let those who have the big need for it, pay somewhat toward that need. 
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We do not charge a man who has no dependents a large amount of 
money to cover the man who has a lot. of dependents. It is better 
to keep the price of the subscription down to make it salable in the 
first place and to make it within the man’s means of paying. I under- 
stand there is one group up here in Washington whose monthly rate 
is very high and it handles the dependents also. That group is not 
growing. It is static as far as its growth is concerned. I think if 
they would do as we do and bring the subscription rate down and 
make a small charge for dependent services they would get out of 
that category of being too high-priced. 

The CuamrmaNn. I think that there is some merit in what you have 
said as to the policy that you pursue. Are there any further ques- 
tions? If not, then, Dr. Loos, I wish to thank you again for the 
interest that you have taken in this matter by coming the long dis- 
tance that you have, from Califorina to Washington, in order to give 
this committee the benefit of your experience. I wish there were more 
like you. I wish there were more organizations such as yours. I 
believe the day is coming when there will be and I think that you 
can take great pride in the fact that you have been a pioneer in this 
field, that you saw the possibility 25 years ago and that you have 
persevered over opposition, unfair and unjust opposition, until you 
have come out into the bright sunlight that enables you to realize that 
for 127,000 subscribers and their families you are rendering a real 
service that is so necessary in these days. 

The committee wishes me to express to you our very great apprecia- 
tion for the interest that you have taken and the hope that we may 
feel free to call upon you in the future for guidance or advice as our 
hearings may formulate into legislation so that we could have the 
benefit of your many years of experience. 

Dr. Loos. Thank you, Mr. Chairman. I wanted to state that we 
are ready to help the committee in any way we can. We want to see 
that some good comes for the efforts of this committee. Thank you. 

(The following material was submitted for the record by Dr. Loos:) 


APPLICATION FOR INDIVIDUAL ENROLLMENT, INFORMATIONAL MATERIAL, AND CER- 
TIFICATE FOR INDIVIDUAL SUBSCRIBERS, SUBMITTED FOR THE ReEcorp By Dr. H. 
CuiFFrorD Loos 


Ross-Loos MEDICAL GROUP, 
Los Angeles, Calif. 

In response to your request for information, we are pleased to provide you 
with this material about Ross-Loose Medical Group service and Independence 
Insurance Co.’s family hospital plan. 

This folder explains the services and benefits available to you, the cost in- 
volved and details regarding eligibility and enrollment. 

A physical examination is required prior to enrollment. This examination may 
be conveniently arranged by requesting an appointment at any Ross-Loose office. 
Please complete page 1 of the application form and present the application when 
you appear for the physical examination. 

Thank you for your inquiry. 

Very truly yours, 
Ross-Loos MEpricart Group, 
INDEPENDENCE INSURANCE Co. 


Enclosure: Application, Information Booklet R-3, Specimen Health Care Cer- 
tificate, Dependent Fee Schedule. 
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Ross-Loos Mepicat Group 


Ross-Loos Medical Group is a copartnership of physicians and surgeons duly 
licensed to practice medicine and surgery in the State of California. In con- 
sideration of the payment by the subscriber of the fees and rates established, 
Ross-Loos provides medical care and service to the subscriber and dependents in 
accordance with the agreement entered into by the subscriber and Ross-Loos. 

The following constitutes a résumé of medical care and services provided by 
Ross-Loos Medical Group and statement of exclusions to services provided. A 
detailed explanation of services provided, definitions, and conditions will be 
found in the enclosed specimen Health Care Certificate. Please read this speci- 
men certificate carefully, it is a duplicate of the certificate you will receive when 
you become a Ross-Loos subscriber. In order to be entitled to the medical care 
and service provided, the subscriber or dependent must place himself within 
15 miles of any of the designated offices of Ross-Loos. 


SERVICES PROVIDED 


The subscriber shall be entitled to receive the following medical care and service, 
when ordered or approved by the attending physician. 

Medical care.—Such care and treatment as is rendered necessary by reason of 
illness or injury, including necessary office consultations, physical examinations, 
and house calls, eye examinations and refractions for glass. 

Surgical care.—All surgical operations rendered necessary by reason of illness 
or injury, including the services of assistant and anesthetist, together with pre- 
and post-operative care. 

Obstetrical care-—Complete pre- and post-natal care, including office and resi- 
dence calls all necessary tests during pregnancy, delivery and surgical procedures, 
and other services required in the event of miscarriage, ectopic pregnancy or 
cesarean birth. 

Laboratory procedures, X-ray examinations, physiotherapy treatments.—When 
ordered or approved by the attending physician. 

Dependents shall be entitled to receive the same care and service as is avail- 
able to subscribers at special fees and rates prescribed in the schedule on file 
in the offices of Ross-Loos. (See enclosed schedule.) 


MEDICAL CARE AND SERVICE NOT PROVIDED SUBSCRIBERS AND DEPENDENTS 


There are certain exclusions to the medical care and service rendered sub- 
scribers and dependents by Ross-Loos. They include, for example, service-con- 
nected disabilities, mental illness or conditions arising from acts of war or ca- 
tastrophes. Medical care and service for which the subscriber or dependent is 
not entitled as a regular service may be rendered in certain cases, when o:dered 
by the attending physician on a fee basis. Services not provided and accommo- 
dation services are enumerated in the section entitled “Services Not Pro- 
vided” of the specimen Health Care Certificate. 


Monthly cost 


Subscriber 
Subscriber and 1 dependent__- ‘ 
Subscriber and 2 or more dependents... nn ccc cee nce 10. 


INDEPENDENCE INSURANCE Co. FAMILY HospiTaL PLAN 


WORLDWIDE HOSPITAL BENEFITS 


Benefits are payable if an insured person or dependent incurs expense for 
hospital charges in a lawfully operated hospital either (1) while confined as a 
bed patient, or (2) for emergency treatment as an outpatient within 24 hours 
following accidental injury. 
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Maximnm, any 
disabili y ! 


Subscriber | Dependent 


ROOM AND ROARD 


be paid for each day of confinement starting with the Ist day 


maximum of 30 days for any disability 
I yspital lasts for more than 30 days, up to $6 a day will be 
starting with the 3ist day and continuing for a maximum of 70 days for 
at ility 


OTHER HOSPITAL EXPENSES 
1 board benefit, up to $300 will be paid for any dis- 
y the ) for necessary supplies 
irugs, blood, X-rays, labora 
; 


act all necessar ipplies and services | 


and services, 


Special nurses fees are not included 
AMBULANCE EYPENSES 


Up to $25 will be paid for ambulance transportation for any disability -......----| 25 | 25 
| 


‘ANY D ITY’? MEANS All periods of disability arising from the same cause, except that if the pa- 
tient recovers and resumes normal activity for a period of 6 months, any subsequent disability from the same 
cause shi 8 consi d anew disability. 


MEDICAL AND SURGICAL BENEFITS OUTSIDE LOS ANGELES COUNTY 


If the subscriber or dependent, while insured, is injured outside Los Angeles 
County, up to $250 will be paid for medical and surgical treatment received 
outside the county while the insurance is in force and within 30 days after 
the injury. The maximum amount of $250 is for each accident and applies to 
each subscriber and each dependent. 

For sickness having its inception while the insurance is in force, up to $250 
will be paid in any 12 months’ period for medical and surgical treatment received 
outside Los Angeles County while the insurance is in force. The maximum 
benefit of $250 applies to each subscriber and each dependent. 


GENERAL EXCLUSIONS UNDER FAMILY HOSPITAL PLAN 


Occupational injuries or sickness; mental disorders; congenital defects; rest 
cure, or diagnostic study; disabilities not treated by a licensed physician and 
surgeon; pregnancy. The term “hospital” does not include a rest home, nursing 
home, or convalescent home, or any facility owned, operated, or contracted for 
by the United States Government. 


Unusual features of family hospital plan 
Emergency accident outpatient hospital coverage. 
Hospital benefits cover preexisting conditions immediately. 
Medical and surgical benefits outside Los Angeles County. 


GENERAL INFORMATION 


Who may enroll 

An individual between 19 and 50 years of age may apply for himself and 
eligible dependents if he is not eligible as a group subscriber (a member of a 
group which has an agreement with Ross-Loos). Although an individual must 
be under the age of 50 years to be eligible, coverage obtained prior to age 50 
may be retained after this age is reached. The age limitation (19 to 50 years) 
applies to subscribers only. For age limitations of dependents see following 
paragraph. 
Definition of dependents 

Ross-Loos definition: The subscriber’s wife or husband and unmarried children 
(including stepchildren and legally adopted children) under 19 years of age. 

Independence definition: The subscriber’s wife or husband and unmarried 
children (including stepchildren and legally adopted children) over 14 days 
but under 19 years of age. 
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How to apply 


1. Call any of the Ross-Loos offices listed in the accompanying booklet for a 
physical examination. A charge of $3 is made for this examination. 

2. Present the enclosed application form (with p. 1 completed) when you 
appear for the examination. 
Effective dates 

You will be notified as to the effective date of your coverage and the payment 
date for your first month’s fee. 

Independence Insurance Co.’s hospital benefits do not apply to any period of 
hospitalization which commences prior to the effective date of the insurance. 


D-INDIVIDUAL 
APPLICATION FoR Ross-Loos MEpICAL SERVICHP 


Please type or print in ink and present at time of medical examination. 
Phone nearest Ross-Loos office for appointment. 


Name in full ' ieingac.' Geompntiqtis:<... . Date of birth . 
(Mo. Yr.) 
Address... os. ph dtinilelt titi ease i on 
Pnone. uw. Height - Weight 
Employed by—- a . : No. Years 
(Name Address) 
Single Married a Divorced 


1. Have you ever suffered from or consulted a physician for trouble related 

to: (Answer each “yes” or “no”; if “yes” give details. ) 

UN iccinittitictasssecre : . Arthritis Joint Pains 
Asthma Sereionian _..... Intestines Hemorrhoids 
Diabetes- : a Bunions Allergy 
Hernia___ sachs : Throat . Bladder 

Prostate__ Lungs Aches-Pains 

Eyes 7 Rheumatism Varicose Veins 

Goitre - .. Gallbladder Hay Fever 
Backache____- Venereal Disease Dropsy 

Stomach : Mouth Tumor 

Glands : . Liver Skin 

Nose___. > .. Headache Feet 

Heart “ Kidneys 
Nervous Diseases or Disorders______ Other 

Details ‘ “ 

2. Do you suffer from urinary difficulties? 

If you arise at night to urinate, indicate how often 

3. Give list of all severe illnesses, operations, 

accidents, or injuries. of Hospitalization 


For what condition? 

5. Have you been told you require an operation? 

For what?- . _.... By whom? 
6. Do you now require medical attention? 

Surgery? ; For what? 

7. Have you ever been refused insurance? 

When? ‘ Why? 

8. Have you ever been rejected by Ross-Loos? 

When? Why? 

9. Have you ever received Ross-Loos service? 

What group? 

10. Remarks (details) 

11. Female applicants or applicant’s wife: Please answer the following: 
A—Are you pregnant? .. D—Date of last miscarriage 
3—Date last pregnancy? EK—Has menstruation stopped? 
\—Number of miscarriages 
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F—Have you suffered illness through pregnancy ?__- 
G—Have you had difficulties during labor? 
H—Have you ever suffered from or consulted a physician about uterine, men- 
strual or ovarian disorders or any so-called female diseases? 
I—Details____- scduadabenentinies tetameie care 
List Depe ndents Relationship Birth Date ‘Occupation Last employed 
by Date 


iba dienidion che decumn meee 


Does any de pe ndent now —— medic al attention ?__ 

Surgery? _. For Whom. nism, Br wee it 
F. Has any depe ndent ever sea re jected by ES 2 aaa 

Who, when, why? ‘state 
G. Has any dependent ever rec eived Ross-Loos services 

Who?- sai ie Group ?_-_- aa 

13. The above information | is correct and comp lete to the best of my “knowledge 

and it is understood by me that any falsification in answering the above 
questions may result in cancellation of my subscription. I further agree to 
pay for all services directly or indirectly related to conditions mis-stated 
or omitted on the above application. 

UNNI. on. sncenentecone- mignmiaoiaesduieceteiieecticiaaa 


EXAMINATION 
To be filled in by Examining Doctor 
Doctor to read reverse side and question patient regarding any positive answers 


Examiner must make notation on all items below 


ans Pupillary reaction____--~- .- Nystagmus 
Ears: Discharge 
Nose: Discharge Obstruction 
Mouth: Teeth Tonsiis.._... . Tongue 
Neck: Glands- Vetieeiatackn” "Rp CON tes 
Chest: 
Expansion 
Breath Sounds_ 
Heart 
Apex impulse__ 
Rhythm 
Abdomen: 
iret Tenderness Hernia 
a D Gall bladder Inguinal glands... 
Kidneys__._........... Spleen . Inguinal rings 
Reflexes: Patellar.______......__ Radial_. ssscne Bleepa 
| ee sill ‘ stalking 
Rectal: 
Prostate. nsipealdeabgennineumbunita ces exectinsuares 
Fissures__ enikamanr 
External Genitalia 1: Varicocele 
Extremities and Varicose Veins 
CU sectensticccaccitetinnicnida ee 


Remarks (Doctor’s opinion as to risk and other recommendations. Elaborate 
on all affirmative information supplied by apenas) : 


Approved : 
Rejected :_- 
Notice mailed: 
Copy to File:__ 
Date___ 
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Ross-Loos Mepicat Group—HEALtTH CARE CERTIFICATE 


Ross-Loos Medical Group, a Co-Partnership of physicians and surgeons 
duly licensed to practice medicine and surgery in the State of California, 
hereinafter called “Ross-Loos,” agrees to provide medical care and service to: 


hereinafter called “the Subscriber” and to his dependents, in consideration of the 
payment by the Subscriber of the fees and rates hereinafter set forth, and in 
reliance upon the statements of the Subscriber in his application for health care, 
and subject to the terms, conditions and provisions herein set forth. 


DEFINITIONS 


Attending physician: A physician or surgeon who is a member of the Staff of 
Ross-Loos. 

Medical care and service: Includes all care and service specified herein, when 
ordered or approved by the attending physician, at places specified by attending 
physician. 

Dependent: The wife or husband of a Subscriber, and unmarried children of a 
Subscriber under nineteen (19) years of age. 

Injury arising out of employment: Includes any injury, illness, or disease 
arising out of the employment of the Subscriber for which he is entitled to com- 
pensation, including the reasonable expense of medical and surgical treatment, 
under the law or ordinance of any government, local, state, or federal. 

Injury arising out of occupation: Includes any injury, illness, or disease arising 
out of the occupation of the Subscriber. 

Any pronouns used in this agreement shall, when applicable, apply to the 
appropriate gender. 

SERVICES PROVIDED 


The Subscriber shall be entitled to receive the following medical care and 
service, when ordered or approved by the attending physician. 

(a) Hospitalization—A ward bed, or a bed in a private room for semi-con- 
tagious diseases, in a first class hospital designated by the Medical Group, for a 
period not to exceed ninety (90) days in any period of twelve (12) consecutive 
months, including general nursing, X-ray examinations, laboratory test, oper- 
ating room, medical and surgical supplies, special diets, meals, anesthetics, 
electro-cardiograms, physiotherapy treatments, hypodermic therapy, oxygen serv- 
ice, drugs, dressings, laboratory examinations, and all other adjuncts customarily 
given in ordinary hospital procedure. 

(b) Surgical care.—All surgical operations rendered necessary by reason of 
illness or injury, including the services of surgeon and assistant and anesthetist; 
together with pre and postoperative care. 

(c) Medical care.—Such care and treatment as is rendered necessary by 
reason of illness or injury, including necessary office consultations, physical exam- 
inations, and house calls, eye examinations, and refractions for glasses. 

(d) Obstetrical care—Complete pre and postnatal care, including office and 
residence calls, all necessary tests during pregnancy; delivery, and surgical 
procedures, and other services required in the event of miscarriage, ectopic 
pregnancy, or Caesarean birth. 

(e) Laboratory procedures as follows.—Urinalyses, red blood counts, white 
blood counts, hemoglobin determination, complete blood counts, blood typings, 
Rh factors, bleeding and coagulation tests, blood chemistry, sugar tolerance 
curve, icteric indices, Wasserman, Kline, and Kahn tests, sedimentation tests, 
basal metabolism tests, electrocardiagrams, electro-encephalograms, Ewald test 
meals, stool examinations, phenol-sulphonphthalein tests, pathological tissue ex- 
aminations, sputum examinations, duodenal drainages, spinal fluid tests, general 
culture, animal inoculations for tubercle bacilli, microscopic examinations of 
smears, and dark field examination. 

(f) X-ray examinations as follows.—Fluoroscopic examinations, pyelographic 
examinations, gastro-intestinal series, gall bladder visualizations, barium enemas, 
pelvimetry measurements, flat plates for fractures, and general recognized X-ray 
diagnostic procedures. 

(9) Physiotherapy treatments as follows.—Diathermy, short wave therapy, 
galvanic therapy, cold quartz light, ultra violet light, infra red light, and manual 
massage. 

In order to be entitled to the medical care and service herein provided, the 
Subscriber or dependent must place himself within fifteen (15) miles of any of 
the designated offices of Ross-Loos. 
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DEPENDENTS 


Ross-Loos agrees (subject to the same terms and conditions as.are applicable to 
a Subscriber) to provide the same care and service to dependents, as is available 
for the Subscriber, at special fees and rates prescribed in the schedule on file in 
the offices of Ross-Loos, and in effect at the date services are rendered ; provided, 
however, that the Subscriber shall be personally liable for the fees and charges 
for services rendered to his dependents, with or without his consent. 


SERVICES NOT PROVIDED 


Medical care and service to Subscribers and dependents does not include: 
Care of any injury arising out of employment or occupation; care of cases in- 
volving service-connected disability for which the Subscriber is entitled to 
care and treatment by a governmental agency; care of cases involving mental 
illness, alcoholism, self-induced abortions, drug addiction, attempted suicide, 
contagious diseases while the Subscriber is hospitalized, or conditions arising 
therefrom; hospitalization for pregnancy or the complication thereof; sanitar- 
ium or rest home care or the cost thereof: drugs, medicines, hypodermic medi- 
cation, vitamins, antibiotics and endocrines; dental care; eyeglasses; blood 
or plasma for transfusions ; cosmetic surgery; care of illness or injury resulting 
from a major catastrophe or disaster, including but not limited to an act of 
war, declared, or undeclared; or any medical care and service not specifically 
provided for herein. 

FEES 


In addition to any fees or charges due Ross-Loos, the Subscriber agrees to pay 
the monthly fee of $6.00, payable on the first day of each month for the preced- 
ing calendar month. 

CONDITIONS 


Employment or occupational injuries —If Ross-Loos shall provide medical care 
and service for any injury, illness or disease arising out of employment or oc- 
cupation, the Subscriber shall be personally liable for the value of the services 
rendered and expenses incurred by Ross-Loos. A Subscriber who has received 
medical care and service for any injury arising out of employment which may 
be or is compensable, shall diligently prosecute a claim for compensation to final 
determination or shall permit Ross-Loos to prosecute the same on his behalf. 

Treatment of certain injuries.—A Subscriber shall be entitled to medical care 
and service for any injury caused by the act or omission of a third person only 
under the following conditions: (A) In addition to the fees provided for herein, 
the Subscriber shall be personally liable for the reasonable value of medical care 
and service for any such injury, which liability shall be deemed satisfied when 
payment therefor has been received from either the Subscriber or the third person 
responsible for said injury, or the latter’s insurer, if any. (B) The Subscriber 
shall execute upon request appropriate forms to protect the claim of Ross-Loos. 

If the Subscriber shall assert a claim against such third person, whether by 
legal action or otherwise, the claim of Ross-Loos shall constitute a lien against 
any amount recovered or recoverable by such Subscriber, and Ross-Loos may, 
at its option, give notice in writing of its claim to the third person or his insurer, 
and said third person or insurer shall be deemed thereby authorized to pay the 
amount of its claim directly to Ross-Loos. 

{rbitration.—In the event of any controversy between a Subscriber or a de- 
pendent, as the case may be, and Ross-Loos, whether involving a claim in tort, 
contract or otherwise, the same shall be settled by arbitration. Within fifteen 
(15) davs after a Subscriber or a dependent (hereinafter called the “claimant” ) 
or Ross-Loos shall give notice to the other of its demand for arbitration of said 
controversy, the claimant and Ross-Loos shall each appoint an arbitrator and 
give notice of such appointment to the other. Within fifteen (15) days after 
such notices have been given, the two arbitrators so selected shall select a 
third arbitrator and give notice of the selection thereof to the parties. The 
arbitrators shall hold a hearing within thirty (30) days from the date of notice 
of selection of the third arbitrator. Not less than ten (10) days’ notice of the 
time and place of said hearing shall be given to the claimant and Ross-Loos. 
The arbitrators shall make written findings of fact and decision and shall send 
copies thereof to the claimant and Ross-Loos. All notices or other papers re- 
quired to be given shall be given in writing by United States registered mail. 
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Except as provided herein, the procedure in connection with said arbitration 
shall be that prescribed in the California Code of Civil Procedure. The decision 
of a majority of said arbitrators shall be binding upon the parties thereto, sub- 
ject to the power of any court having jurisdiction to confirm, modify, or vacate 
the award as provided in the California Code of Civil Procedure. 

Termination.—A, Either the Subscriber or Ross-Loos may terminate medical 
care and service effective on the first day of any month, provided notice in writ- 
ing is mailed or served at least thirty (30) days prior to the effective date of 
such termination, and, provided further, that if on the effective date of such 
termination by Ross-Loos, Subscriber is under treatment for any acute illness or 
injury, service shall be continued for a further period not to exceed sixty (60) 
days, if the Subscriber shall pay the fees and charges provided above. 

Bb. Ross-Loos may forthwith, and without notice to the Subscriber, cancel and 
terminate its services to the Subscriber and his dependents in the event: 

(1) The Subscriber is delinquent in the payment of any fees or charges due 
Ross-Loos. 

2) There is any misstatement or concealment of a material fact on the part 
of the Subscriber in his application or to the examining physician. 


ACCEPTANCE OF SUBSCRIBER 


The Subscriber and his dependents shall be entitled to continued service and 
membership by accepting this certificate and payment of dues commencing with 
the month indicated below. The Subscriber agrees to be bound by all the terms, 
conditions, and provisions hereof, and that this certificate and the application 
of the Subscriber embody all agreements between Ross-Loos and the Subscriber. 

pated: =. inion 

Not valid until countersigned. 

Ross-Loog MeEpIcAL Group, 
H. Ciirrorp Loos, M. D. 


Authorized Representative 


APPLICATION FOR GROUP ENROLLMENT INFORMATIONAL MATERIAL, SPECIMEN Copy OF 
Group AGREEMENT, AND FEE SCHEDULE FOR DEPENDENTS, SUBMITTED FOR THE 
IRecorp sy Dr. H. CLirForp Loos 


Ross-Loos MEpicAL Group, 
Los Angeles, Calif. 

We are pleased to provide you with this material about Ross-Loos Medical 
Group and Independence Insurance Co.’s family hospital plan. 

This folder describes the services and benefits for which you may apply as a 
member of your participating group. 

Information regarding eligibility and application procedure is outlined on the 
back page of the folder. Details of application procedure, cost and other 
pertinent information is stated in the accompanying letter from your group 
Your group representative will be happy to clarify any points of information 
that may arise or answer any questions regarding eligibility or enrollment. 

Very truly yours, 
Ross-Loos MeptIcat Group. 
INDEPENDENCE INSURANCE Co. 
Encl: Application, Information Booklet R-3, Dependent Fee Schedule. 


SERVICES FURNISHED BY Ross-Loos MepicaL Group 


Ross-Loos Medical Group is a copartnership of physicians and surgeons duly 
licensed to practice medicine and surgery in the State of California. In consider 
ation of the payment by the subscriber of the fees and rates established, Ross 
Loos provides medical care and service to the subscriber and dependents in 
accordance with the agreement entered into by the subscribing group and Ross 
Loos. 

All services furnished by Ross-Loos are provided as required by the patient. 
They are not limited to an allowance for each doctor call, X-ray examination, 
laboratory or surgical procedure but are provided, from the first visit, regardless 
of the amount of service required or the period of time over which service is 
rendered. 
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The following constitutes a resumé of medical care and services provided by 
Ross-Loos Medical Group and a statement of exclusions to services provided. In 
order to be entitled to the medical care and service provided, the subscriber or 
dependent must place himself within 15 miles of any of the designated offices 
of Ross-Loos. 


SERVICES PROVIDED FOR SUBSCRIBERS 


The subscriber shall be entitled to receive the following medical care and serv- 
ice, when ordered or approved by the attending Ross-Loos physician. 

Medical care.—Such care and treatment as is rendered necessary by reason 
of illness or injury, including necessary office consultations, physical examin- 
ations, and house Calls, eye examinations and refractions for glasses. 

Surgical care.—All surgical operations rendered necessary by reason of illness 
or injury, including the services of assistant and anesthetist ; together with pre- 
and post-operative care. 

Obstctrical care (Pregnancy).—Complete pre- and post-natal care, including 
office and residence calls, all necessary tests during pregnancy; delivery, and 
surgical procedures, and other services required in the event of miscarriage, 
ectopic pregnancy or Caesarean birth. 

Laboratory procedures, X-ray examinations, physiotherapy treatments.—When 
ordered or approved by the attending Ross-Loos physician. 


SERVICES PROVIDED FOR DEPENDENTS 


Dependents shall be entitled to receive the same care and service as is available 
to subscribers at special fees and rates prescribed in the schedule on file in the 
offices of Ross-Loos. (See enclosed schedule.) 


MEDICAL CARE AND SERVICE NOT PROVIDED SUBSCRIBERS AND DEPENDENTS 


There are certain exclusions to the medical care and service rendered sub- 
scribers and dependents by Ross-Loos. They include, for example, service-con- 
nected disabilities, mental illness, or conditions arising from acts of war or 
catastrophes. Medical care and service for which the subscriber or dependent 
is not entitled as a regular service may be rendered in certain cases, when 
ordered by the attending physician, on a fee basis. 


UNUSUAL FEATURES OF ROSS-LOOS SERVICES 


No extra charge because of size of income. 

No limit to amount of time of medical or surgical treatment, including pre- 
existing conditions. 

There are no Waiting periods. 

No limited surgical schedule. 

Free choice of Ross-Loos doctors. 

The fees charged for dependents services are established in advance. 


BENEFITS PROVIDED BY INDEPENDENCE INSURANCE Co., FAmMiIry Hosprrat PLaNn 


1. WORLDWIDE HOSPITAL BENEFITS 


Benefits are payable if an insured person or dependent incurs expense for hos- 
pital charges in a lawfully operated hospital either (1) while confined as a bed 
patient, or (2) for emergency treatment as an outpatient within 24 hours follow- 
ing accidental injury. 
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Maximum, any 
disability ! 


nployee | Dependent 


ROOM AND ROARD? 


Up to $12 a day will be paid for each day of confinement starting with the Ist day 
and continuing for a maximum of 31 days 

If confinement in the hospital lasts for more than 31 days, up to $6 a day will be 
paid starting with the 32d day and continuing for a maximum of 60 additional 
days 


HOSPITAL SERVICES 


In addition to the room and board benefit, up to $375 will be paid for charges made 
by the hospital for necessary supplies and services, including services of anes- 
thetist, anesthetics, drugs, blood, X-rays, laboratory fees, operating room, 
biologics—in fact, all necessary supplies and services furnished by the hospital 
Special nurses fees are not included 


AMP ULANCE 


Up to $25 will be paid for ambulance transportation to or from the hospital : 25 


1 “ANY DISABILITY” MEANS.—Employee: the period commencing with cessation of active full-time em- 
ployment and ending with the day of return to active full-time employment. Dependents: all periods of 
disability arising from the same cause, except if the patient recovers for a period of 6 months, any subsequent 
period of disability from the same cause will be considered a new disability. 

2 If the employee is entitled to receive hospital benefits under the California Unemployment Insurance 
Act, hospital room and board benefits will be reduced by the amount of hospital benefits which the em- 
ployee is entitled to receive under the act 


2. MEDICAL AND SURGICAL BENEFITS OUTSIDE LOS ANGELES COUNTY 


To supplement the broad medical and surgical services provided by Ross-Loos 
Medical Group within their service area (roughly Los Angeles County) the fol- 
lowing medical and surgical benefits are provided when the employee or depend- 


ent is outside Los Angeles County. 

If the employee or dependent, while insured, is injured outside Los Angeles 
County, up to $250 will be paid for medical and surgical treatment received out- 
side the county while the insurance is in force and within 30 days after the 
injury. The maximum amount of $250 is for each accident and applies to each 
employee and each dependent. 

For sickness having its inception while the insurance is in force, up to $250 
will be paid in any 12 months’ period for medical and surgical treatment received 
outside Los Angeles County while the insurance is in force. The maximum ben- 
efit of $250 applies to each employee and each dependent. 


GENERAL EXCLUSIONS UNDER FAMILY HOSPITAL PLAN 


Occupational injuries or sickness; eye refractions ; dental services of any kind; 
any sickness or injury when not attended by a licensed physician and surgeon; 
pregnancy. 

The term “hospital” does not include any facility owned, operated, or con- 
tracted for by the United States Government. 


UNUSUAL FEATURES OF FAMILY HOSPITAL PLAN 


Emergency accident outpatient hospital coverage. 
Hospital benefits covering preexisting conditions immediately. 
Medical and surgical benefits outside Los Angeles County. 


GENERAL INFORMATION 
Who may enroll 


All active full-time employees may enroll immediately for themselves and their 
eligible dependents, subject to any qualifications set forth in the accompanying 
letter from your sponsoring group. 

Definition of dependents 


Ross-Loos definition: The empoyee’s wife or husband and unmarried children 
(including stepchildren and legally adopted children) under 19 years of age. 
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Independence definition: The employee’s wife or husband and unmarried chil- 
drel (including stepchildren and legally adopted children) over 14 days but under 
19 years of age. 

How to apply 

Complete front page of the Ross-Loos medical application. 

Forward the application and payment to the representative supervising the en- 
roliment for your group. 3 : 


Medical requirements 


Ross-Loos Medical Group reserves the right to review all applications and may, 
in some cases, request a physical examination. 
Effective dates 

Coverage under the plan will become effective on the first day of the month 
following approval of your application. You will be officially notified of this date. 

If an employee or a dependent is confined in a hospital on the date insurance as 
to such persons would otherwise become eliective, the insurance will not become 
effective until the day immediately following termination of such hospital con- 
finement. Dependents, of course, may become insured only if the employee is in- 
sured. 


How to use the plan 


To obtain Ross-Loos medical or surgical services, the subscriber or dependent 
must place himself within 15 miles of any of the RKoss-Loos offices. For office lo- 
cations, see the Ross-Loss information booklet. 

When it is necessary to be admitted to a hospital, you will find that most hos- 
pitals accept the assignments of benefits directing Independence Insurance Co. 
to pay the benefits to the hospital. 





A-GROUP 
APPLICATION FOR Ross-Loos MepicaL SERVICE 


Please type or print in ink and present at time of medical examination. Phone 
nearest Ross-Loos office for appointment 


IE os ceaecinncte balniaaniaaenhianicaiad Date of birth_____-_ eee ee eee 
Month Year 
IIE oh it iat bid eke i cic nctthanticwinnes Phas ct eee iis 
ee er, Pe kad PC Eee SPEEA ELE ree oe 
I FA scenes Sa i a talachd edn eg hdglae ees Weeweyté foo bs 
Name Address 


Single oe - Married_--_-_- Widowed_-___--- Divorced..._..... 
1. Have you ever suffered from or consulted a physician for trouble related to: 


(Answer each “yes” or “no’’: If “yes” give details.) 


Ears : jhe e a ae ea oe Re a nn ua 
Asthma LACAN IEA sxe he RN thr te lee cocci, Hemorrhoids__-__-_____- 
eee Shel eee ean... Bt |. SAS Ss 
TOTTI. scnsastnveiciatniaiicigteepenciond SOMO accesses ata aniarel SORE sleet bee Bod 
I acini aide, Aches-l’ains_.-__--- a 
BE escarcocen'cicmnoaesionitian tact eave Rheumatism_------- «sa. Vaerredse Veins.......-.. 
Goitre en lS oT a - 
cc, I a ke ae ‘ 
Stomach ; haceacaesiianains, . Uceeaisant inte eerie scat ER is tee iidetick scniiniceieteaiene ~ 
Glands__- te Seas: | Mitinicacadcsqclanneaietics Mateos aadbiedomin dicen os 
Nose . aan si IU ial aha al el ada = 
Heart ielciaae : Ne ic ctesiwrexe eaten 

Nervous disease or disorders____- ae a ee 

Details 


2. Do you suffer from urinary difficulties? 

urinate, indicate how often ; 
Give list of all severe illnesses, operations, acci- 

dents, or injuries. Dates of Hospitalization 


° 





7 


\~ 


®@ 
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4. When did you last consult a doctor? 
For what condition? 
5. Have you been told you require an operation? 


For what?__-~- By whom i cteetcteseoiadl 

6. Do you now require medical attention? esi L 
Surgery? . For what?. 

7. Have you ever been refused insurance? SEE ERI NMA bie 
When? ; Why ?_- 

8. Have you ever been rejected by Ross-Loos? aa icone us 
When? pill Sosa Why ?_- mage 

9. Have you ever received Ross-Loos service? What group? 


10. Remarks—Details :__ ie a 


11. FEMALE APPLICANTS OR APPLICANT'S WIFE: 
Please answer the following: 
A—Are you pregnant? ; ...... B—Date last pregnancy? 

( Number of miscarriages: D—Date of last miscarriage :__ 

E—Has menstruation stopped ?___-__- 

F—Have you suffered illness through pregrancy? 


‘ 


G—Have you had difficulties during labor? H—Have you 
ever suffered from or consulted a physician about uterine, menstrual, or ovarian 
disorders or any so-called female disease? I—Details: 


12. Dependents: I hereby certify that the dependents listed below are my wife 
(or husband) and my unmarried children under nineteen (19) years of 
I agree to notify Ross-Loos immediately of any change in the 
above and to pay Private Patient rates for any services rendered to 
dependents who do not quality as such under the above definition. 
Signature 





List dependents lion- | Birth date |Occupat ast employed Date 


> 


ele le 


BH. Does any dependent now require medical attention? .-..__surgery ? 


td Sa ale ee MMos. . For what? me ~ 
F. Has any dependent ever been rejected by Ross-Loos? . Who, when, 
why? i 
G. Has any dependent ever received Ross-Loos services? at Who 


: Group? : : on 

13. The above information is correct and complete to the best of my knowledge 
and it is understood by me that any falsification in answering the above 
questions may result in cancellation of my subscription. I further agree to 
pay for all services directly or indirectly related to conditions misstated or 
omitted on the above application. 

14. I understand that I am entitled to medical care and ettention under the 
contract between Ross-Loos and the group named below, and I agree to be 
hound by all the terms and provisions of the contract, a copy of which I have 
read or been offered the opportunity to read. 

Group : Date ‘ . Signed 





EXAMINATION 


To be filled in by examining doctor—Doctor to read reverse side and question 
patient regarding any positive answers—Examiner must make notation on all 
items below 

Skin: een eatin cert re 

Eyes: Pupillary reaction___- ~~ 

Ears: Discharge... Hearing-___. sitialhaiaiinsiaidlins tempstninpaitiais 

Nose: Discharge__.._- ccenettany O hiteitnc ccna 

39087—54—- pt. 6——11 


-- Exophthalmos________ 


.. Sinus 
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Mouth: Teeth os mw  ORELIS Tongue 
Neck: Glands ae Thyroid . : ” 
Chest: 
Expansion . Resonance Breasts___- 
Breath Sounds _. Rales i sd : 
Heart: 
Apex impulse a Rate a We Meee 
Rhythm .--.. Murmurs pis as eich 
Abdomen : 
Masses Tenderness : . Hernia ; aa 
Liver Gall bladder Inguinal glands 
Kidneys Spleen . Inguinal rings 
Reflexes: Patellar ; -. Radial Bicepts 
Pelvic: Reheat ihlbeiecdel bi cetieeiaitasalietaibect nay tet inn a = ae 
Rectal: 
Prostate : Hemorrhoids _ 
Fissures J Fistula Ss 
External Genitalia: Varicocele Hvdrocele ; . Testicle 
Extremities and varicose veins Bunions : _ Feet 


Urinalysis: Sia detibdaencntap nc biagatenca wl Cand esa scee ede tae cae eho wy ange The ne i 


Remarks (doctor's opinion as to risk and other recommendations. Elaborate 
on all affirmative information supplied by applicant) : 
Se Ce ema f ) YF re 
sans etal inane aceite tciiiiioegs Waiver remainder mailed :- 
ircliillbthianaiesbesiiticnieiacipeal Acceptance notice mailed :_ 
sang ni cel esa tail aiecalcap aii Soin Achinin-eieamniiaremehinadeite 


Approved : 

Rejected : 
Notice mailed 
Copy to file___- 


AGREEMENT 


It is agreed between 





, Name of Or; anization 
hereinafter called “Subscribing Group,” and ROSS-LOOS MEDICAL GROUP, 
hereinafter called “Ross-Loos,” as follows: 


oe a 


I. GENERAL 


The Subscribing Group engages Ross-Loos to render medical care and service 
to the members of the Subscribing Group (hereinafter called “Subscribers’’), 
who subscribe for said service in accordance with the covenants and conditions 
hereinafter provided. 





II. DEFINITIONS 


Ross-Loos Medical Group—Ross-Loos Medical Group is a co-partnership of 
physicians and surgeons licensed to practice medicine and surgery in the State of 
California. 

ittending physician—A physician or surgeon who is a member of the Staff 
of Ross Loos. 

Vedical care and service.—Includes all care and service specified herein, when 
ordered or approved by the attending physician, at places specified by the attend- 
ing physician. 

Subsecriber.—A member of the Subscribing Group who has engaged the services 
of Ross-Loss (1) by the execution of this agreement by the Subscribing Group as 
the agent of the Subscriber, and (2) by signing a Subscriber’s Agreement Card, 
and (3) who has been accepted by Ross-Loos as a Subscriber under the rules for 
eligibility then in effect. 

Dependent.—The wife or husband of a Subscriber, and unmarried children of a 
Subscriber under nineteen (19) years of age. 

Injury arising out of employment.—Includes any injury, illness or disease aris- 
ing out of the employment of the Subscriber for which he is entitled to com- 
pensation, including the reasonable expense of medical and surgical treatment, 
under the law or ordinance of any government, local, state, or federal. 

Injury arising out of ocecupation.—Includes any injury, illness or disease aris- 
ing out of the occupation of the Subscriber. 

Any pronouns used in this agreement shall when applicable, apply to the 
appropriate gender. 
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Ill. METHOD OF BECOMING A SUBSCRIBER 


(A) The following members of the subscribing group shall be eligible to be- 
come subscribers: 


(B) A member of the subscribing group may become a subscriber in the fol 
lowing manner: 

(1) Prior to the effective date of this agreement by submitting an application 
in writing on a form provided and accepted by Ross-Loos. No physical examina- 
tion shall be required of such persons (providing the total number of members 
of the subscribing group who so apply shall meet the requirements of Ross-Loos) 
and they shall be entitled to medical care and service commencing on the effective 
date of this agreement. 

(2) After the effective date of ths agreement by submitting an application 
in writing on a form provided and accepted by Ross-Loos and by passing a satis 
factory physical examination given by the attending physician, for which a fee 
of $3.00 will be paid in advance, 

(C) A person who is not a member of the subscribing group on the effective 
date of this agreement and who makes application to Ross-Loos within thirty 
(30) days from the date he becomes eligible to membership in the subscribing 
group, shall be entitled to apply for membership by filling out the front page of 
the application form supplied by Ross-Loos. 

Any person who becomes a subscriber under the provisions of subparagraphs 
(B) (2) and (C), shall be entitled to medical care and service commencing on 
the first day of the month following the month in which his Subseriber’s Agree 
ment card is issued. 


IV. 


A Subscriber during the term of this agreement shall be entitled to receive 
the following medical care and service, when ordered or approved by the attend 
ing physician: 

(a) Surgical Care.—All surgical operations rendered necessary by reason of 
illness or injury, including the services of surgeon and assistant and anesthetist; 
together with pre- and post-operative care. 

(b) Medical care.—Such care and treatment as is rendered necessary by rea- 
son of illness or injury, including necessary office consultations, physical ex- 
aminations, and house calls, eye examinations and refractions for glasses. 

(c) Obstetrical care—Complete pre- and post-natal care, including office and 
residence calls, all necessary tests during pregnancy; delivery, and surgical pro- 
cedures, and other services required in the event of miscarriage, ectopic preg 
nancy, or caesarean birth. 

(d) Laboratory procedures as follows.—Urinalyses, red blood counts, white 
blood counts, hemoglobin determinations, complete blood counts, blood typings 
Rh factors, bleeding and coagulation tests, blood chemistry, sugar tolerance 
curve, icteric indices, Wasserman, Kline and Kahn tests, sedimentation tests, 
basal metabolism tests, electrocardiograms, electro-encephalograms, Ewald test 
meals, stool examinations, phenolsulphonphthalein tests, pathological tissue ex 
aminations, sputum examinations, duodenal drainages, spinal fluid tests, general 
cultures, animal inoculations for tubercle bacilli, microscopic examinations of 
smears, and dark field examinations. 

(e) X-ray examinations as follows.—F luoroscopic examinations, pyelographie 
examinations, gastro-intestinal series, gall bladder visualizations, barium 
enemas, pelvimetry measurements, flat plates for fractures, and generally recog- 
nized x-ray diagnostic procedures. 

(f) Physiotherapy treatments as follows—Diathermy, short wave therapy, 
galvanic therapy, cold quartz light, ultra violet light, infra red light, and manual 
massage. 

In order to be entitled to the medical care and service herein provided, the 
subscriber or dependent must place himself within fifteen (15) miles of any of 
the designated offices of Ross-Loos, 


Vv. DEPENDENTS 


Ross-Loos agrees (subject to the same terms and conditions as are applicable 
to a Subscriber) to provide the same care and service to dependents, as is avail- 
able for the Subscriber, at special fees and rates prescribed in the schedule 
on file in the offices of Ross-Loos, and in effect at the date services are rendered; 
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provided, however, that the Subscriber shall be personally liable for the fees 
and charges for services rendered to his dependents, with or without his consent. 


VI. SERVICES NOT PROVIDED 


Medical care and service to subscribers and dependents does not include: 

A. Care of any condition involving service-connected disability or the effects 
thereof for which the subscriber or dependent is entitled to care of treatment by 
a governmental agency; care of any condition involving mental illness or the 
effects thereof; contagious diseases while the subscriber or dependent is hos- 
pitalized ; cosmetic surgery; care of illness or injury resulting from a major 
catastrophe or disaster including but not limited to an act of war declared or 
undeclared; any medical care and service not specifically provided for herein. 

B. Care of any injury arising out of employment or occupation; alcoholism ; 
self-induced abortion; drug addiction; attempted suicide; conditions arising 
from contagious diseases; hypodermic medication; blood or plasma; treatment 
involving the use of radioactive materials. 

©. Medical care and service for the conditions referred to in subparagraph B 
will be rendered on a fee for service when ordered by the attending physician, 
and after arrangements for payment have been made. 


VII. WORKMEN’S COMPENSATION 


If Ross-Loos shall provide medical care or service for any injury, illness or 
disease arising out of employment or occupation, the Subscriber shall be per- 
sonally liable for the value of the services rendered and expenses incurred by 
Ross-Loos. A Subscriber who has received medical care and services for any 
injury arising out of employment which is or may be compensable shall dili- 
gently prosecute a claim for compensation to final determination or shall permit 
Ross-Loos to prosecute the same on his behalf. 


VIII. TREATMENT OF INJURIES ARISING FROM THE ACT OF A THIRD PERSON 


A subscriber shall be entitled to medical care and service for any injury caused 
by the act or omission of a third person only under the following conditions: 
(A) In addition to the fees provided for herein, the subscriber shall be per- 
sonally liable for the reasonable value of medical care and service for any such 
injury, which liability shall be deemed satisfied when payment therefor has been 
received from either the subscriber or the third person responsible for said 
injury, or the latter’s insurer, if any. (B) The subscriber shall execute upon re- 
quest appropriate forms to protect the claim of Ross-Loos. 

If the subscriber shall assert a claim against such third person, whether by 
legal action or otherwise, the claim of Ross-Loos shall constitute a lien against 
any amount recovered or recoverable by such subscriber, and Ross-Loos may, 
at its option, give notice in writing of its claim to the third person or his in- 
surer, and said third person or insurer shall be deemed thereby authorized to 
pay the amount of its claim directly to Ross-Loos. 


IX. FEES OF ROSS-LOOS FOR SUBSCRIBERS 


It is agreed that the fees of Ross-Loos shall be as follows: 


eae per month for each subscriber without dependents. 
ae per month for each subscriber with one dependent. 
$____._._..._._._per month for each subscriber with two or more dependents. 


The Subscribing Group agrees to pay to Ross-Loos monthly in advance on 
eta day of each month, an amount equal to the total monthly fees pay- 
able for the total number of subscribers of the Subscribing Group appearing on 
the records of Ross-Loos on the first day of each month. 

The Subscribing Group further agrees to provide monthly to Ross-Loos in 
writing the following information: 

(a) The names and addresses of any subscribers (1) who have elected to 
cancel and terminate the services of Ross-Loos, or (2) are delinquent in the 
payment of the fees provided for hereunder. 

(b) Any known changes in eligible dependents of subscribers. 

(c) Any known changes of address of subscribers. 


X. ARBITRATION 


In the event of any controversy between the Subscribing Group, a subscriber, 
or a dependent as the case may be, and Ross-Loos, whether involving a claim 
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in tort, contract or otherwise, the same shall be settled by arbitration. Within 
fifteen (15) days after the Subscribing Group or a subscriber or a dependent 
(hereinafter called the “claimant” or Ross-Loos shall give notice to the other 
of its demand for arbitration of said controversy, the claimant and Ross-Loos 
shall each appoint an arbitrator and give notice of such appointment to the 
other. Within fifteen (15) days after such notices have been given; the two 
arbitrators so selected shall select a third arbitrator and give notice of the 
selection thereof to the parties. The arbitrators shall hold a hearing within 
thirty (80) days from the date of notice of selection of the third arbitrator 
Not less than ten (10) days’ notice of the time and place of said hearing shall 
be given to the claimant and Ross-Loos. The arbitrators shall make written 
findings of fact and decision and shall send copies thereof to the claimant and 
Ross-Loos. All notices or other papers required to be given shall be given in 
writing by United States registered mail. Except as provided herein, the proce- 
dure in connection with said arbitration shall be that prescribed in the California 
Code of Civil Procedure. The decision of a majority of said arbitrators shall 
be binding upon the parties thereto, subject to the power of any court having 
jurisdiction to confirm, modify, or vacate the award as provided in the Cali 
fornia Code of Civil Procedure. 


XI, TERMINATION 


(a) Hither party hereto may terminate this agreement by notice in writ- 
ing to the other, and such termination shall be effective thirty (30) days after 
receipt of said notice. 

(b) Ross-Loos may forthwith and without notice to the subscriber cancel 
and terminate its services to any subscriber who is delinquent in the payment 
of any fees or charges due Ross-Loos, or who is found to have misstated or 
concealed a material fact on his application. 

(c) Any subscriber may cancel and terminate the services hereunder by 
giving notice in writing to the Subscribing Group, and said cancellation shall 
be effective as of the last day of the month during which notice in writing from 
the Subscribing Group is received by Ross-Loos. 

(d) The right of a subscriber to medical care and service shall terminate 
under the following conditions: 


XII. EFFECTIVE DATE 


The terms and conditions of this agreement shall become effective on the 


Pe |. Ce ie sasbetaieatcclebealipctand , 195 ens 
IN WITNESS WHEREOF, the parties hereto have caused this agreement to be 
executed by duly authorized representatives the -..-day of 
. ae 
Subscribing Group. 
MT ienicbiceiatbcia tees oe bse” 71k k 
MOD \cisakinl dance ahd tee te) 
Ross-Loos Mepicay Group, 
DOE > saints DiesdsltiinsAbbastitgietiens ines tia 


Partner. 
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Fre ScHEDULE FoR DEPENDENTS (SAME FoR INDIVIDUAL AND GrouP CONTRACTS) — 
EFFECTIVE NOVEMBER 1947 


FEE SCHEDULE FOR DEPENDENTS 
The complete fee schedule for dependents is maintained in all Ross-Loos Medi- 
cal Group offices. Due to the reduced fees made available to dependents it is 


obviously necessary that such fees shall be paid for at time service is rendered. 


Example Ss 


Major operations, each i ss satiiionli elie tae ela * $25. 00 
Minor operations pe hari dj in office, inc luding surgery and recovery bed, 

each, not over_.._..... “ a a eee ed a 20. 00 
Confinement cases, inc luding pre ni ats ul ‘and. postn: ital ¢ care for: Normal 

delivery, each a ms sasesseaatienlinset iad Bidteii aleeee 50. 00 
Otfice ceaneitatio ms or tre atment, “each < 7 ia ae ae Sr 1, 25 
Residence calls, each (daytime) — ~~ nasa aaa cede 2. 00 
Residence baile each (between 9 p. m. and 8 a. m.) (no chi irge for any 

calls made in hospital) —- aa acne aa  aaaihashe daeseiemee ae 2.50 
Refractions (tests for eyeglasses), each__ i a cs lasci a 1, 25 
Ordinary laboratory tests, each ; a iia alt actinides . 1 
Physiotherapy treatments, each- js ai shite sale -_ 1. 25 
Allergy tests, each inlets italia eile a Rimes -10 
Gastric analysis tests, each__ ide dha sek aia de 2. 00 
Blood chemistry examinations, each 2.50 
Basal metabalism tests, each—-_- 5 iia ea oa ith net e ieee ae eta 5. 00 


Rabbit tests for pregnancy, each_____~_- ee ew SS 

Fluoroscopic examination 

Electrocardiagrams in office, each 

X-rays: All X-ray examinations at rates as specified by the Industrial 
Accident Commission of the State of California. 


An additional charge of $15 is made for the services of an anesthetist. This charge is 
covered by Independence Insurance Co.'s dependents hospital plan. 


The CrarrMan. Now, gentlemen, we have a very important wit- 
ness. We have Dr. Magnuson, who was Chairman, appointed by 
President Truman, of the Commission to Study our Nation’s Health. 
That committee has made a very outstanding and comprehensive 
study of building America’s health and have made a re port of which 
every page conte ins information or an expression of views, recom- 
mendations, which should have the careful attention not only of this 
committee but ofall who are interested in the subject of health. 

Dr. Magnuson will be our w itness this afternoon at 2 o’clock. 

I sincerely hope that the committee will find it possible, in great 
numbers, to be here this afternoon at 2 o’clock to hear directly from 
Dr. Magnuson as to the work of the Commission which he headed. 

(Whereupon, at 12:15 p. m., the committee was recessed, to re- 
convene at 2 p. m., the same day.) 


AFTERNOON SESSION 


The hearing was resumed at 2:00 p. m., upon the expiration of the 
recess. 

The Cuamman. The committee will come to order 

Is Dr. Magnuson present ? 

Dr. Magnuson. Yes, sir. 

The CnHarman. Our witness this afternoon is Dr. Paul Budd 
Magnuson. 

He was born in St. Paul, Minn., received his doctor’s degree at the 
University of Pennsylvania Medical School. As a special comment, 
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that is very pleasing to me. And he holds honorary degrees from 
Baylor University, Duke University, and Western Reserve Univer 
sity. He has been attending surgeon at Passavant Memorial Hos 
pital, Chicago, and senior consulting orthopedic surgeon at Wesley 
Memorial Hospital, Chicago. Formerly, he was chief surgeon, Chi 
cago & Alton and Chicago Junction Railway and the first medical] 
director of the Illinois Industrial Commission. 

He is a former Chief Medical Director of the Veterans’ Adminis 
tration. 

Perhaps he is more widely known for his work as Chairman of the 
President’s Commission on the Health Needs of the Nation, better 
known as the Magnuson Commission. 

Dr. Magnuson is president of the Chicago Rehabilitation Institute, 
secretary and regent of the American College of Surgeons and a 
member of numerous organizat ions in the fields of ort hopedic surgery 
and surgery of trauma. 

We are honored to have you with us today, Dr. Magnuson, and to 
have the benefit of your wise counsel in connection with the health 
problems we have under study. 

Now, you have a statement prepared, I believe. Do you desire 
that it be read by the clerk or by myself, Mr. Chairman ?¢ 


STATEMENT OF DR. PAUL BUDD MAGNUSON, CHAIRMAN, PRESI- 
DENT’S COMMISSION ON THE HEALTH NEEDS OF THE NATION, 
1951-52; FORMER CHIEF MEDICAL DIRECTOR, VETERANS’ ADMIN- 
ISTRATION 


Dr. Magnuson. If you please, Mr. Chairman, my vision is not as 
acute as it might be, and therefore I requested that the statement be 
read rather than read it myself. 

The Cuairman. I will read it. This is a statement prepared by 
Dr. Magnuson, which I will read to the committee for him, for the 
reasons which he has already stated. 


Mr. Wolverton and members of the committee, in the time allotted to me this 
morning, I cannot begin to cover the major recommendations contained in the 
several thousand pages of our five-volume report. However, in a letter of trans- 
mittal to former President Truman when our report was submitted on December 
18, 1952, I summarized the Commission thinking in this paragraph: 

“There is one major thread of philosophy which runs through every phase of 
this report. We Commissioners believe that providing good health care starts 
at the grassroots. The building up of our health resources in terms of training 
more health personnel and providing more physical facilities must start from the 
ground up. We have recommended Federal grants-in-aid to these and other 
necessary activities because we believe that the role of the Federal Government 
is to stimulate them, not to control them. Government must take the leadership 
in the promotion of good health; its major energies should go here rather than 
in extensive direct operation of health services.” 

I understand this committee is particularly interested in means through which 
we can extend prepayment health insurance to cover more of the individual's 
medical bill. This was probably the most important subject with which our 
Commission wrestled during its year of deliberations; we heard more than 800 
witnesses, and most of them were severely critical of the limited coverage offered 
by present insurance plans. Statistical evidence presented at a 3-day Commis 
sion panel on the financing of medical care indicated that present insurance plans 
cover only about 15 percent of private expenditures for medical care. 

The growth of private health insurance in the past two decades is deeply 
gratifying, but it must broaden its sights in the coming years. It concentrates 
far too much on covering minor illnesses, and spends far too much time and 
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money processing small claims for $5 and $10 medical bills. 


For years I have 
been an outspoken critic of the fine print in these insurance policies ; the policy- 
holder who takes the trouble to read that fine print is dismayed to learn the 
policy excludes the big medical expenses which break the back of the average 
wage earner. 


In a speech in October 1952, in the campaign preceding his election, President 
Eisenhower came out in support of Federal aid for insurance against catas- 
trophic illness. In September 1953, Mrs. Hobby, Secretary of Health, Education 
and Welfare in the Eisenhower Cabinet, told delegates to an American Hospital 
Association convention that “we have not yet found a way to save any average 
American family from destruction by the catastrophic illness. * * * Tubercu- 
losis, poliomyelitis, strokes, congenital defects, cancer, arthritis and many other 
diseases by their very duration can still wreck many a family’s economy.” 

The voluntary health insurance system can insure these major medical ex- 
penses, but it must be protected against financial disaster. I have been advocating 
Federal reinsurance for a long, long time. Our Commission’s report lists the 
following plan as one of the proposed methods of financing prepayment plans that 
we considered : 

“Federal reinsurance of private prepayment plans to enable them to extend 
their services and still be protected from financial catastrophe. Each participat- 
ing plan would pay into a Federal insurance agency a certain proportion of the 
premiums collected from its members. The Government would then guarantee 
to meet any liability exceeding a certain maximum, in a manner similar to the 
reinsurance principle as applied to other forms of risk.” 

I am therefore deeply gratified that President Eisenhower, in his state of the 
Union message of January 7, announced that his administration would propose 
a Federal reinsurance bill to the current session of Congress. 

There is nothing new about the reinsurance principle. The Federal Deposit 
Insurance Corporation does it on bank deposits, the Veterans’ Administration 
does it on building loans, and so on. Probably everyone in this room has his 
home insured against catastrophic fire, but probably not a one of you has insur- 
ance against the catastrophic illness which strikes much more frequently than 
a disastrous fire. 

Any insurance company, in order to qualify for such reinsurance, would have 
to meet governmental standards which would specify the completeness of medical 
coverage and outlaw the fine print which many chiselers put into present-day 
policies. I am unalterably opposed to the Government insuring health insurance 
policies which aren’t worth the paper they are printed on. 

The past 5 years have witnessed a few significant experiments by insurance 
companies in underwriting the expenses of catastrophic illness, with particular 
emphasis upon poliomyelitis. I think the next decade will witness a tremendous 
growth of this kind of insurance because of insistent public demand for wider 
coverage. Blue Cross, Blue Shield, and many commercial companies see the 
vital need for catastrophic insurance, but they are afraid to write a lot of it 
because they haven’t enough actuarial data to set premiums which will keep 
them in the black. A Government guaranty will give them the needed shot in 
the arm to experiment and develop sound premiums and policies. 

I realize there are many problems to be solved in writing this insurance, but 
I think there are certain general principles which, if followed, will guarantee 
the success of the venture. Here are a few of them: 

1. Catastrophic insurance should cover the entire family, and it should cover 
all prolonged illness with the probable exception of mental illness and tuber- 
culosis. It should underwrite all medical expenses—doctors’ bills, hospitals, 
surgical operations, drugs, and nursing care. 

2. It should have a ceiling payment. Testimony before the Commission indi- 
cated a proper upper limit of $2,500 for any one illness. 

3. It should have a lower limit, below which the insured person will be expected 
to defray expenses. Some medical economists have suggested the insurance 
company should be liable for medical expenses that go beyond one month of 
family income. For example, for a person earning $3,600 a year, medical 
expenses over $300 would be a “catastrophe”; for the person earning $7,200, 
the deductible would be twice as high—$600. Whatever yardstick is chosen, 
the important point is this: the individual should handle minor medical expenses 
out of his family budget, but not be charged anything when these medical ex- 
penses get beyond his reach. This is exactly the opposite of most present health 
insurance, which protects against minor expenses but withdraws its protection 
when the going gets really rough. 
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4. Catastrophic insurance must spread itself over as wide a risk area as 
possible—the more policyholders, the lower the premium It is difficult to 
estimate costs with so little data at hand, but our Commission studies indicate 
that it need not cost more than $50 per family per year 

5. How about the 50 percent of American families whose income is $3,000 
a year or less? I agree with President Eisenhower that the Federal Government 
has a definite responsibility to aid in the extension of medical care to those 
who are unable to afford it. As we said in our Commission report: “One of 
the most important roles of the Federal Government in health is to act as a 
catalyst, to stimulate new programs and to expand existing ones.” Through 
grants-in-aid, the Federal Government should make it economically feasible for 
both nonprofit and commercial insurance companies to insure low-income groups. 
With this important proviso: The individual must be left absolutely free to 
decide from whom he wants to purchase his insurance, so long as he chooses 
a reputable company which meets minimum standards of coverage approved by 
the Government. 

I must say, Dr. Magnuson, I feel highly honored, even though it is 
unfortunate for you, that I should have the privilege of re ading a 
statement on this subject which is so worthwhile as the one that I have 
just read as your testimony in this case. Coming from a man of your 
standing, of your distinction, and your experience, it is one of the most 
encouraging statements that it has ever been my privilege to read or 
to have heard. 

Dr. Magnuson. Thank you, Mr. Chairman. 

he CuatrrMan. Are there any questions? 

Mr. Dolliver ? 

Mr. Douutver. Dr. Magnuson, I recall very well some years ago 
when you were first appointed as the medical director of the Veterans’ 
Administration, you appeared before a group of which I was a mem- 
ber, and I was very deeply impressed then, as I have been since, with 
your ability and knowledge of the subject. This statement of yours 
today, as well as the other publications and statements that bear your 
name, indicate the same thing. Therefore, there are some questions 
that I would like to ask you, and I am sure you will be able to give as 
complete and as accurate an answer as any witness that could be called 
before us. 

As you suggest in the statement which the chairman has just read, 
the particular difficulty, is the problem of catastrophic illness, without 
getting the Government involved in what we generalize as “socialized 
medicine.” There are certain segments of the population for whom 
that problem is solved. Is that not true ? 

Dr. Maenuson. To a large extent, if we are going to take just the 
veterans. Of course, if I may get a little personal in my recording of 
the history of the veterans’ medical program, you will remember that 
the veterans’ medical program fell into very marked disrepute. That 
disrepute was brought on because the medical program was not con- 
trolled by doctors. It was controlled by laymen whom we might term 
as “bureaucrats.” 

“Mr. Dotuiver. What period do you refer to? 

Dr. Magnuson. Up to the Bradley-Hawley era of 1945. 

Now, what was the reason for that? Well, as I see it, and as General 
Bradley and General Hawley saw it, the reason for it is what happens 
in all kinds of efforts where medical men are not given freedom to do 
what they think is right for the patients. And after practice of medi- 
cine for over 40 years, I still have implicit confidence in the honesty 
and integrity and mor ality as a whole of my profession. They are, as 
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a whole, a dedicated group of men. I will say they are rugged indi- 

vidualists, and they don’t want to have their prerogatives tread on, 
but nevertheless the y have one object as a whole, and that is the care 
of sick people. 

Now, “e ‘re Was an institution where gradually the doctors were sur- 
rounded by rules and regulations which restricted them in such a 
way that the y had to fight for so many things that they needed for the 

care of their patients. "The ‘y were completely ruled out by regulations 

from really close association with the rest of the medical profession. 
They were not allowed to go to meetings. They were not allowed to 
have meetings at the hospital, to a large extent, except in a few iso- 
lated instances, where they had medical superintendents of hospitals 
who insisted that their doctors associate with the rest of the medical 
commu! lity. 

So that gradually, over the years, there grew up a hedge-in hide- 
bound, tightly controlled group of doctors, who, when they were 
taken out from under this bureaucratic control and these tight restric- 
tions, blossomed like the flowers in spring. 

When I went into the Veterans’ Administration originally, I was 
very much inclined to think that the doctors in the VA were not 
very good doctors. It wasn’t 6 months after we were taken out from 
under civil service and the restrictions that were put on the doctors 
of the pre-Bradley-Hawley era, until these men began to blossom. 

And today, some of those same men who were in the VA before this 
time and ground down to the place where they were not producing 
anything like they could produce, are some of the best men in Amer- 
ican medicine. 

Now, the answer to that is that they were given freedom. 

How were they given freedom ? 

They were given freedom by taking them out from under severe 
restrictions. The restrictions which were put on them were put on 
them purely by the advice of the medical schools who were teaching 
medicine, who were developing the progress in medicine, who were 
teaching young men, and those men came into the veterans hospits als, 
and they established virile teaching treatment hospitals. They 
couldn’t put patients in there any more purely on a basis that some- 
one wanted them in aon was in political power. 

Now, I don’t just say in all political power. I mean local political 
power, too. Whether he was a representative of a veterans’ organiza- 
tion or a mayor or whoever it was, maybe even a Congressman, who 
wanted somebody in a hospital, they were sent to the hospital in the 
old days with a note, “Please admit this individual,” and they were 
taken in because of that note. When the Bradley-Hawley era came 
in, there was only one criterion for taking a patient into a hospital, 
and that was: Did he need hospital care? And that was to be said 
by the admission doctor and the chief of service. 

Well, that interfered with some people’s authority in the hospital, 
some people’s influence in the hospital, and they didn’t like it. But 
the medical school said, “We take care of people in the hospital that 
need hospital care.” And when this program was instituted, 40 per- 
cent of the people in the hospitals were discharged, because they 
didn’t need hospital care. They were in there for three meals a day 
and getting their back rubbed. Those are the iniquities of having 
the thing controlled by a small group. 
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In this case it happened to be laymen. 

Now, I heard a conversation here this morning about a lay-con- 
trolled group. And to me that is one of the keynotes that must not 
be allowed in future in medicine, to have doctors confined by rules 
and regulations which limit their ability to take care of their patients 
because somebody wants to make rules and regulations who doesn’t 
understand the ins and outs, the musts and the must nots, of the good 
care of sick people. In other words, it can’t be looked on as a commer 
cial proposition, 

Now, maybe that is an unnecessary speech, but that is the reason 
I think why the Veterans’ Administration degenerated in its care of 
the veteran in the pre-Bradley-Hawley era, and the reason why it de 
veloped into one of the greatest teaching and treatment institutions 
this world has ever seen—because the doctors were given charge and 
told, “You are responsible for the good care of sick people. We don’t 
care how you do it. When some ‘body tells you you can’t, there is the 
telephone. You call the chief medic ‘al director and tell him what you 
want to do. If it is for the benefit of the sick individual, you can do 
it, as long as you don’t break any laws. And it doesnt make any 
difference what they tell you you can't do. If you need to do it for 
the patient, we will see ‘that there is a way to do it. 

Mr. Douuiver. There is one other statement that you alluded to in 
your statement, which is of great interest to me, and that is the sub- 
ject of reinsurance. You reter to the fact that there are other pro- 
grams of insurance, such as the Federal Deposit Insurance Corpora- 
tion, which applies to bank deposits. Do you know of any Federal 
reinsurance program that is strictly in the insurance field ¢ 

We know of reinsurance companies, for instance, that carry fire 
risks; and there are even some reinsurance life companies, I under- 
stand, 

But do you know of any governmental agency, either State or Fed- 
eral, that is strictly in the reinsurance business ¢ 

Dr. Magnuson. No, and there isn’t any necessity for it from what 
I can understand, because they have enough actual experience of life 
and fire and a lot of other things, so that they can write a policy, 
so that they are sure they are not going to be broke ; and in addition 
to that, if it hadn’t been for Lioyd’s of London in the San Francisco 
fire, about half of our fire-insurance companies would have gone 
broke. It was Lloyd’s of London that reemployed them and bailed 
them out. 

Mr. Douuiver. It was a reinsurance program then that really saved 
the fire-insurance structure after that catastrophe ¢ 

Dr. Magnuson. Yes. 

Mr. Doxuiver. In view of what you have just said, does it occur 
to you that possibly this reinsurance program for catastrophic illness 
might be carried by private enterprise rather than havi ing the Federal 
or State Government enter into that field # 

Dr. Maenuson. It might be. But this catastrophic illness thing 
comes sometimes in epidemics. In other words, a company doing 
business in one part of the country might have a tremendous catas- 
trophe while the other parts of the country might be making money 
out of their insurance. 
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The only reason that I had in mind for the Government to carry 
the reinsurance is that, after all, you are insuring the whole Amer- 
ican people, and one section of the country would have to support 
the catastrophes from another section of the country, and still not 
have the Government actually lose money on it. 

Mr. Do.uiver. Did your studies which you made, which culminated 
about a year ago in this report on the Nation’s hes alth, indicate that 
there was any “possibility of private enterprise going into the .busi- 
ness of reinsuring on these catastrophic illnesses? 

Dr. Maanuson. No; we didn’t go into that. We had all we could 
do to get through with what we did get through, and we didn’t finish 
all of that. There were many things we talked over that never even 
got into the recommendations, because we got down to the last day 
in the afternoon, and we only got one real recommendation out. The 
rest of the committee had some, and I had several of my own I would 
like to have gotten in, 1 or 2 of which I would like to mention here. 

Mr. Do.iiver. I am sure you will have an opportunity before we 
get through with the questioning, although I don’t want to go into 
that right now. 

Of course, the insurance field for industrial accidents has been in 
existence for many, many years, has it not ? 

Dr. Macnuson. Yes, in Illinois it started about 1914. 

Mr. Dotuiver. That is nearly 40 years ago. 

Dr. Magnuson. And the motto before that was: “Settle them for a 
dollar while the blood fiows.” 

Mr. Doxuiver. That program as a whole has worked out very satis- 
factorily to cover the risks of industrial hazards, has it not? 

Dr. Magnuson. Yes, very. 

Mr. Doturver. Do you know of any reinsurance of extra hazards 
in that field? Personally,I donot. Iam just inquiring. 

Dr. Maanuson. No, I don’t know of any reinsurance in that field. 
But those premiums are adjustable with the companies up or down, 
depending upon their experience record. 

Mr. Do.uiver. Precisely. 

You referred in your statement to the fact that this catastrophic 
insurance which you envisage should cover all prolonged illnesses 
with two exceptions: mental illness and tuberculosis. Is that because 
we have special facilities for those diseases ? 

Dr. Maenuson. The responsibility for those 2 things has been 
assumed by the States for many, many years, and it is quite a foregone 
conclusion that there is only a very small percentage of the population, 
even well-to-do people, that has a case of tuberculosis or mental illness 
that needs treatment in a sanitarium. Privately, there are very few 
incomes that can stand the expense over the period of time those 
things are likely to run. Tuberculosis is a public health problem. 
Really, mental illness is also a public health problem. And it is 
getting to be more a public health problem, when you consider the 
number of borderline crimes that are committed on a basis of malad- 
justment of one kind or another which you can call neuropsychiatric. 

Mr. Dotxiriver. As I understand the proposal you make for this 
insurance for catastrophic illness, it is something like a deductible 
collision policy on your automobile. 

Dr. Maanuson. Exactly. 
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Mr. Dotiiver. You pay for the first $50 of damage, and the com- 
pany will pay for the rest. 

Dr. Maenvuson. That is right. 

Mr. Dotuiiver. Except that you make the limit $500, Is that what 
you said ¢ 
” Dr. Maenvuson. No, $2,500. 

Mr. Dotutver. I mean, the limit where the payment begins by the 
colnpany. 

Dr. Macnuson. No, the suggestion in there was made, and it is only 
a suggestion, tha it you limit the bottom payments to 1 month’s income 
of a family. And that is just an arbitrary, imperialistic sort of a way 
to approach it. And that might not be the way to approach it at 
all, because maybe that would be too much. But some basis has to 
occur. Because this is what happens: I have insurance in Blue Cross 
and Blue Shield. I go to my doctor and say, “I would like to have an 

examination. I am having a few symptoms here and there, and I 
would just like to know what it is all about.’ 

And the doctor says: “Have you got insurance ¢” 

coy’ es. 

“Would you like to go into the hospital and have it done?” 

“Yes.” 

Then the insurance company has to pay for it. The patient goes 
into the hospital for 3 to 5 days. He has X-rays, laboratory work of 
one kind or another, and I was in the hospital about 5 d: ays last week, 
and my laboratory work was about 5 times as much as my board and 
room, which is a necessary thing. But if I hadn’t been acutely ill, 
that laboratory work could have been done just as well outside of a 
hospital, and have meant not taking up a bed—which was hard to 
get incidentally. 

So these patients go to the hospital, and this work is done, and the 
insurance companies pay for it, under their present writing of the 
policy; whereas if that patient said, “Well, Doctor, my hospital bill 
isn’t going to be paid for 5 days after I get ill,” they pay for so many 
weeks after the first 5 days, “so if it is not going to take more than 
5 days I would rather have it done outside.” 

So I think Dr. Loos said this morning that 90 percent of their 
diagnostic work was done in their clinic. And it can be done in any- 
body’s well-organized clinic. Or there are plenty of private labora- 
tories where that kind of thing can be done. If the patient has to 
pay for the first 5 days of their hospital and the first $50 or $25, what- 
ever limit, bottom limit, you want to put on it, they are not going 
into the hospital. The are not going to take up a bed. And they 
are going to have to pay as they “do on their automobile, as you just 
called attention to, for the first thing that they have done to them, 
which isn’t going to break them. Now, if they can’t pay for that, 
there are plenty of institutions, in our cities at Teast , Where they can 
go and have these complete examinations made for a very small sum. 
Our medical schools all run that sort of clinic. 

Now, in the smaller cities, it is feasible, in my opinion, with some 
sort of loan or subsidy, to set up diagnostic clinics in connection 
with every hospital in this country, and use the local doctors. They 
are doing it in Memphis next to the Methodist Hospital. They have 
a large building there, which I think the hospital owns, and which 
they rent doctors’ offices in. 
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Now, those fellows run a clinic, use a hospital laboratory or a cen- 
tral laboratory of some sort, and they can do an examination for 
much less than I can in my office, where I have a partner, and two 
assistants in the old days, and a technician who is employed really by 
a medical man in the institute. My patients pay him. But I can 
do that stuff in my office employing other people, not employed by 
me, and get the report back to me, without taking up a bed and with- 
out costing anybody a cent more than they would have paid other- 
wise. And it costs just as much to process a claim of $15 or $20 or 
$25 as it does a claim of $50 to a thousand dollars. 

Mr. Dotuiver. Doctor, you put the upper limit at $2,500. 

Is there any part icular reason for that figure ? 

Dr. Magnuson. No, the whole thing is more of an arbitrary thing, 
as I said before, than anything else. I think it would have to be 
worked out on a basis of income and occupation in a group or a com- 
munity, or whatever it might be. 

Mr. Dottiver. In your experience and the various studies you have 
made of this problem of catastrophic illness, have you ever known or 
heard of a reputable insurance company that is interested in going 
into this field of a deductible catastrophic illness policy ? 

Dr. Magnuson. I have, but I can’t quote names. I can tell you 
that when I was first appointed on this Commission, I met a large 
group of insurance men in Chicago and talked to them, and at that 
time I spoke about a deductible catastrophic policy. And some of 
them asked me to elaborate on it. And then one of them said, “Would 
vou personally ever write a nondeductible policy, a policy that covered 
everything from the first cent on up?” 

I said “No, considering human nature as being what it is, I never 
would.” 

Mr. Dotxiver. Are there any of these nondeductible policies being 
written today that you know of ? 

Dr. Magnuson. I think there are. 

The Carman. Mr. Priest? 

Mr. Priest. Pursuing the line of thought Mr. Dolliver was pursu- 
ing, if the Congress should approve a reinsurance program, is it your 
opinion that any appreciable number of insurance companies or 
health-plan organizations or foundations would rather quickly take 
advantage of it? 

Dr. Maanuson. I think they would. Iam quite sure they would. 

Mr. Priest. I had assumed that that would be true, and I won- 
dered what your opinion was about it. 

I want to join with the chairman and others in expressing my ap- 
preciation for your statement. The chairman, I think, summarized 
very well the significance and importance of it. 

I appreciate particularly, Doctor, what you had to say about the 
fine print in some of these plans. Some friends of mine have experi- 
enced some rather unfortunate circumstances, in a sense, because they 
believed that certain medical expenses would be paid by the plan under 
which they were insured, and they came to find that for one reason or 
another it didn’t cover many specific items, and the whole thing was 
quite a disappointment, not only a disappointment but actually re- 
sulted in an economic burden, on these particular people. 

I hope that you and others and all of us can pursue that particular 
phase of insurance programs to the end that the fine print there either 








ee 


eee 


——— 


HEALTH INQUIRY 1507 


will be elimianted or will be so clear that everybody can know exactly 
what they are buying when they buy one of these programs. 

Mr. Chairman that is all for the moment. 

Dr. Macnuson. Mr. Chairman, may I say a word there ? 

I had a letter from a very intelligent, well-informed woman in New 
York shortly after I started on this Commission venture, in which she 


said: “There ought to be something done to these doctors for not com- 
plying with the things that have been written in insurance policies. 
Now. this is what she w: as complaining about. <A friend of hers had 


gone to a doctor with a tumor of the neck, which can be one of the 
most dangerous and difficult oper: ations in the world to do. And 
this woman had a policy, and in that policy it was stated that waa a 
surance company woul | pay $15 for an operation on a tumor of 
neck. 

Now, the woman who had the policy thought that that was an ar- 
rangement that the insurance company had made with the doctor, and 
so when the doctor said that this tumor of the neck would cost her 
considerably more than $15—and certainly if it was worth anything 
it was worth more than $15, because, personally, in the old days I 
wouldn’t even scrub up for $15. I would do it for nothing and forget 
it. Because it takes half an hour to scrub up and get yourself ready 
for an operation ; I don’t care what kind of an operation it is. And 
when you start on the neck you are liable to be there for 2 or 3 hours, 
even if you know your job. A lot of people don’t know their way 
around the neck anyhow. 

1 


So this business of putting in that sort of thing. which leads people 


astray—they think they are buying something that is going to pro- 
tect them. They think the insurance company an i the doctors have 
some sort of an agreement on these fees. And when they f find that there 


is no agreement and the fees are perfectly ridiculous in many cases 

I know in the old days they used to say, “$25 for a fracture of the 
hand; $150 for a fracture of the femur.” I would rather take 2 
fractures of the femur than 1 of the hand. If I don’t get a good 
sult in a fracture of the hand, he is ruined, whereas he could wind up 
with just a limp with the fracture of the femur. But many people feel 
that because the hand is a smaller group of bones, it isn’t worth as 
much as a bigger bone, which from a medical standpoint is much 
easier to handle. 

Mr. Preity. Doctor, most insurance plans, as I understand it, have 
policies at least that are cancelable, or cease, at a certain age, say 65. 

Dr. Macnuson. They canceled mine several years ago. 

Pretiy. In other words, if we stimulate the program of insur- 
ance for those that are younger, it still does not solve the problem of 
the older people. 

Dr. Magnuson. That can be written into your policy that comes 
under the ap prov: al of the Government and would have to be figured 
out on an actuarial basis. 

As a matter of fact, my experience is that if somebody lived past 
65, they are tough enough to live a long time and not be very un 
healthy. That has been my own personal e xperience. 

Mr. Pretty. Doctor, are they not more apt to perhaps slip in the 
bathtub or have some accident and then not be as well able to pay for 
the medical service that they require ? 
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Dr. Maenuscn. I think so. I have been dealing with them for a 
long time. And I don’t know how it is with other doctors, but I have 
never suffered very much from the fact that patients could pay their 
hospital bill or part of their hospital bill, And I can take care of them 
along with a lot of other patients. It doesn’t take much extra time. 
You ought to figure, if you are a doctor, that you are going to give 
away a third of your time anyhow. 

And Dr. Loos here, can take patients for $50 a year or some small 
amount and take complete charge of them, because there are a lot of 
people paying you more than you earn, so that you can do a lot more 
for other people. 

Mr. Petty. I take it that you would recommend that we emphasize, 
in any plan we might recommend, the care of those who are older? 

Dr. Magnuson. Yes, I think that can be written on some sort of an 
actuarial basis when the insurance people get more available statistics. 
You can’t blame anybody for not wanting to go broke either, and 
I think a large number of them are honestly trying to find some 
answer. 

Now, we tried to get the answer on morbidity rates in this Commis- 
sion, and we found it would take us 3 or 4 years, with maybe 200 
trained investigators out, with the approval of the medical profession, 
just establishing what percentage of the population of any one town 
or any one area were ill or partly ill or away from work at any one 
time during the year. There is just nothing on the thing up to now 
that an insurance company can base anything on. And I think it is 
one thing that the Government could do, under the public-health 
people or somebody else, or with the assistance of the American Medi- 
cal Association, who are best prepared to do it if they will do it— 
establish some sort of morbidity rate so that you can get statistics on 
how many people have what in so many months of the year, what the 
disability is. 

I think there is a man by the name of Hershfield coming in here to 
testify, a man from (¢ ‘hicago, whose efforts have been supported by a 
group of public-spirited manufacturers, and businessmen, to try to 
get at some sort of a basis on how you set rates for various classes of 
people in various walks of life and at various ages. I don’t know 
how far he has gotten. 

The last time I saw him, I didn’t think he had gotten far enough to 
draw any conclusions. But that was more than a year ago. I am 
sorry to burst out with these things, but they happen to pop into my 
mind. 

The Cuairman. [ hope you will always feel free to speak when you 
have the desire to do so. 

Mr. Thornberry ? 

Mr. Tuorneerry. Doctor, on the last page, No. 5, you say some- 
thing about the low-income group. Is it your thought that there 
sho uld be any distinction made between people with an income above 

3,000 a year and others, or do you just bring that up as a part of the 
aan len 1 to be i inc luded ? 

Dr. Magnuson. No, that came up in the commission when we were 
casting around for what kind of an income you should put at the lower 
limit. ‘The reason why $3,000 was taken was because it was shown 
by the carriers of insurance that there were fewer people who had 
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insurance who had an income below $3,000 than there were who had 
an income above $3,000. And then I remember asking the question: 
“Where is this $3,000? Is it in Arkansas, Louisiana, New York, or 
Chicago, or Washington, D. C., where things are not too cheap, from 
my understanding of it, and where is that $3,000 gained and spent?” 

‘Now, $3,000 a year for a family in New York or Washington, D. C., 
or © hica ago isn’t very much. But there are plenty of families that I 
know of that are living in other parts of the country that, if they had 
$3,000 cash in a year to spend, would be among the wealthy citizens 
of the town. And they are perfectly honorable, respectable, hard 
working people. Now, they don’t want charity. But they can’t 
afford to spend any larger part of that $3,000 than their budget will 
allow. But in New York that $3,000 income would come under the 
medically indigent. 

There are ways, it seems to me, of at least smaller communities 
paying insurance on their medical indigent. ‘They could be issued 
card so that they could go into a hospital or a doctor's office when they 
needed medical service. Nobody would know who was paying for 
that card. It might be the community fund. It might be the county. 
It might be somebody else. So that you would get away from a means 
test, which is objectionable in many ways. 

And on the other hand, that community could keep track of that 
individual to see whether he was entitled to that service completely 
free of charge or should pay part of it. 

And that is the reason why the commission, as a whole, I think, felt 
that these things should be under local control as much as possible, 
so that the local people could control their own problems and say 
whether a man was worth $3,000 or only worth $1,500. 

Mr. THornrerry. Doctor, let me ask you this. Your paper had 
certain things to say about catastrophic illness. There are certain 
polici ies that cover one tvpe of disease. What you are talking about 
is insurance that covers all kinds, with the exc eption, as I understood 
you to say, of the mental ae and tuberculosis. The reason IT ask 
you that question: You can obtain a policy with a not very high 
premium for one type of ont astrophic illness, namely polio. Is there 
a reason why insurance companies cannot issue a policy on one type 
of illness, or is that one of those fine-print matters? 

Dr. Maenuson. It is quite easy on polio, because you know the ages 
and decades and the occurrence of polio in those various ages so that 

they can sit down and figure out actuarial tables. And there are many 
illnesses they could do that on. I think they can do that on arthritis, 
on tuberculosis, and that sort of thing. They could probably do it on 
acute infectious diseases, because they many times go in epidemics. 
But there is one thing you can’t do it on, the acute infectious diseases, 
like these epidemics of flu. One man will continue to work, in spite 
of the fact that he is quite dead, with a running nose and an irritated 
gut and what not, while another man will lay himself up for weeks 
and sympathize with himself, or get some girl to sympathize with him. 

Mr. Trrornserry. I believe that is all, Mr. Chairman. 

The Cuarrman. Mr. Harris? 

Mr. Harris. Doctor, I was a little bit interested in the statement 
you just made, since I understood you to reply to a question of a 
Dolliver a moment ago, and I thought I understood you to say tha 
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you did not know of insurance companies that carried insurance on 
catastrophic illness. 

Dr. Magnuson. I didn’t mean to say that, if I had my statement 
interpreted that way. I do know companies that are insuring up to 
$5,000 on any case of infantile paralysis in a family, a whole family. 
I am sure of that, because my son has one on his family. 

Mr. Harris. The reason I was particularly interested in it, and I 
am sure I must have misunderstood probably the question, and the 
answer, too, since I was reading the statement here, having come in 
late: I had one of these on myself and family, and I was wondering 
about the fine print in it. 

Dr. Magnuson. No. I think that is very definitely on a type of 
disability ; that they insure up toa certain amount on the whole family. 

Mr. Harris. This is polio. 

Dr. Magnuson. Yes. Andthen they will also insure a whole family 
at a very much reduced rate on everything over $500. My son also has 
a policy like that. He will pay anything that he appens in the family 
up to $500. If it runs over $500, they pay everything; which is medi- 
cal catastrophe insurance. 

Mr. Douutver. Does that cover one specific disease, or is that all 
cliseases ¢ 

Dr. Magnuson. No, everything from falling hair to ingrown toe- 
nails, 

Mr. Harris. Do you understand that the general term “reinsurance” 
is Federal insurance? Is that used in the sense of Federal insurance ? 

Dr. Magnuson. No, sir. Lloyd’s of London makes its living entirely, 
almost, on reinsurance, from insurance companies. In other words, 
an insurance company will write a policy for a million dollars, and 
they may reinsure $900,000 of it in other companies. 

Mr. Harris. I realize that. But I was speaking in terms of health 
insurance, 

Dr. Maanuson. Well, I don’t know enough about that to say 
whether anybody is reinsuring any of that in catastrophe insurance 
or not. 

Mr. Harris. Well, in your statement you refer to your Commission 
report on Federal reinsurance, and then you refer to the fact that 
President Eisenhower in his state of the Union message announces 
his administration would oppose a Federal reinsurance bill. I hap- 
pened to remember that he used the word “further.” That is the reason 
why a lot of us were wondering about the term “reinsurance” as used. 

Dr. Magnuson. When I read that part of his speech, I understood 
that he was more or less advocating a Federal reinsurance corporation. 

Now, maybe that wasn’t what was in his mind. 

Mr. Harris. I just wondered if that was what you understood him 
to mean. 

The Cuarrmman. Any further questions, gentlemen ? 

Mr. Younger ¢ 

Mr. Youncer. One question here on this reinsurance. 

Under your proposal here, you are proposing to put it on a salary 
basis. Now, in all of the deductible insurance that is written now, 
there is no relationship to salary or the amount that you own, as I 
understand. If you have a general coverage policy of theft, you may 
have a million dollars’ worth of jewelry, ‘and all, but if you have a 
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hundred dollars deductible policy, you pay the same premium if you 
only have a thousand dollars worth of jewelry, I think. 

Dr. Magnuson. I don’t agree with you. Because jewelry is all 
insured separately. 

Mr. Yo NGER. That is right. That is the listed product. But as to 
the other insurance, the automobile for instance, does it make ai V 
difference whether it is a Cadillac or a Ford? If you have a hundred 
dollars deductible poli cy, the pre mium is the same; is it not ? 

Dr. Magnuson. No; the premium is rated, whether you have a 
Cadillac or an Austin, on the price of your car originally and 
amount the repairs are going to cost, 

Mr. Youncer. And that is why you want to gear this deductible 
idea to the income? That is, you feel, it is the only way you can base 
it ¢ 

Dr. Magnuson. I think so. It is like what you fellows did with the 
income tax. I can’t get aw: iy with what my friend can who makes 
only half of what I do, or two-thirds as much. 

Mr. Youncer. But that is why you gear it to that ? 

Dr. Magnuson. Yes. In other words, if the doctor gets paid a 
moderate fee in every case, he can do business and make a living just 
as well as he can if he gets big fees from one-third of his patients, no 
fee from one-third of his patients, and very moderate fees from one- 
third of his patients. It is an equalizing thing. If he gets paid from 
all his patients, he can reduce, just like the premiums can be reduced. 
If he has a bigger spread, he has more chance to break even. 

Mr. Youncer. You use as an example of reinsurance the Federal 
Deposit Insurance Corporation. Wherein is there any reinsurance 
there ? 

Dr. Magnuson. Well, the Federal Deposit Reinsurance Corpora- 
tion guarantees your deposits in a bank up to $10,000. 

Mr. Youncer. Yes, but they are the primary insurer. They are 
not the reinsurer. 

Dr. Magnuson. The bank pays the Federal Deposit Insurance 
Company for the insurance. 

Mr. Youncer. But you say there is reinsurance. The Federal Gov- 
ernment in that case is the primary insurer. 

Dr. Magnuson. Oh, I see. 

Mr. Youncer. There is no reinsurance, as I understand, in that or 
in any of the other examples made here, like the VA. They are the 
primary insurer and the only insurer. 

Dr. Magnuson. Maybe the word was improperly used. 

Mr. Youncer. I thought maybe you had something else there. 

Dr. Maenuson. No, I am just speaking out of ignorance, not 
knowledge. It is what my roommate at college used to say when I 
would go to him with one of my so-called bright ideas. I would say, 
“Well, what do you think of it?” He would say, “Maggie, you may 
think that is a bright idea, but I think it is a mental abortion.” 

Mr. THornperry. Do not the VA and the FHA have certain rein- 
surance programs? 

Mr. Youncer. No, they are primary insurers. 

Mr. THornperry. They guarantee to lenders that if they lose they 
will be reimbursed. 

Mr. Youncer. But they are primary insurers. 
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In the case you pointed out with Lioyd’s, you have a primary in- 
surer and then a secondary or reinsurer, but in these other cases you 
have only the primary insurer, no reinsurance. I know of no case 
now where the Federal Government is practicing reinsurance. That 
is the point that I am making, unless it is in the crop insurance, and 
IT am not familiar with that, whether they do that or not. 

Mr. Priest. You said you did not know of it now? 

Mr. Youncer. That is correct. We are openminded on that. 

Mr. Hate. Of course, there are a lot of companies writing health 
insurance in a commercial way; are there not ? 

Dr. Macnuson. A great many of them; yes. 

Mr. Har. I suppose, even so, they cover a comparatively insignifi- 
cant portion of our whole population. 

Dr. Maenvuson. I understand there are now over 90 million people 
under some form of health or hospital insurance. But I think our 
figures showed there was only 15 percent of the amount of money 
paid for medical and hospital bills that was paid by insurance com- 
panies. So there is a discrepancy in there of 70 or 75 percent of 
actual money paid. 

Mr. Petry. Seventy-five percent of it is small print? 

Dr. Magnuson. I imagine so, 

Mr. Hare. When you talk about 90 million people, you include not 
only the ordinary commercial health insurance companies, but also 
Blue Cross, Blue Shield, and so on? 

Dr. Macnuson. Yes. I think that covers the whole medical and 
hospital insurance field. Now, maybe that figure has changed, but 
I think that is about what we got when we were looking into it for 
the Commission. 

Mr. Hater. It not health insurance, in later years of life, something 
that becomes almost prohibitively expensive ? 

Dr. Macnuson. I don’t think you can get it at all after 70. T know 
the premium rate on my own insurance, a very select group, a College 
of Surgeons group—and doctors are supposed to work until they drop 
in their tracks. But they canceled that insurance at 70, and at 65 it 
went up so that I didn’t think it was worthwhile for me, and I don’t 
think it would be for the average man. He has either got enough to 
keep himself by that time, or he hasn’t, and if he hasn’t somebody else 
will have to take care of him. 

Mr. Hare. I remember having a health insurance policy which I 
was told to drop many years ago because I was told it was too expen- 
sive, even though at the time I was fairly young. 

Dr. Magnuson. I suppose we are supposed to be good gamblers 
after we get to 65. I hope that whatever comes to us comes quickly 
and suddenly. 

Mr. Hate. Seriously, what concerns me, and I imagine would con- 
cern other members of the committee, is that the Government should 
not go into a field which private enterprise could go into, and would go 
into if you let it alone. That is what we are encountering all the time. 

Dr. Magnuson. Well, there will have to bea lot of work done. And 
I think this investigation into morbidity statistics is one of the first 
things that will have to be done by somebody, and I don’t see how 

anybody is going to do it except the Government, in cooperation with 
the medical profession as a whole. And I can’t see any reason why 
the American Medical Association, as a whole won’t be perfectly will- 
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ing to go into that sort of a gathering of statistics. But it would be 
Loo expensive to take up alone. Iam perfectly sure of that. And that 
is what the Commission decided. Because we talked about it and 
investigated it. I think we had considerable discussion about the 
morbidity and we just decided we could not go into it, and it would 
take 4 or 5 years and several million dollars in order to do it and do it 
right. And without that, I don’t see how the insurance companies 
can set up any statistical information that they can make actuarially 
accurate. 

Mr. Have. I was amazed at your figure of 90 million who carry 
some kind of insurance. I would not have supposed it was nearly as 
high as that. 

Dr. Magnuson. You see, all this group insurance the companies 
have covers a tremendous number of people. And a great many 
organizations, large and small, now have group-insurance policies on 
all their employees covering sickness. Of course, they have to pay 
for the accident part of it. But it is a cooperative affair. The em- 
ployee pays part, and the company pays part, and they come in for 
certain benefits under these various clauses. 

Mr. Have. Whether this work is going to be done by private enter- 
prise or by the Federal Government, you have got to lay an actuarial 
foundation for doing the job; but as you say, you cannot lay that 
foundation without getting a lot of information that does not exist 
at present, which has never been compiled. 

Dr. Magnuson. That is right, sir. 

Mr. Hate. Is that not almost a first step to a solution of the 
problem ? 

Dr. Maanuson. I would consider it the first step. 

Mr. Hate. I just do not see how you get anywhere without it. 

Dr. Maenuson. No, not from a business standpoint you couldn't, 
unless the Government wants to gamble on setting up a reinsurance 
corporation. 

And while this other information is being gathered, get the thing 
started on a basis of the best information we have up to now. 

Mr. Hate. This committee, unfortunately—or perhaps fortu- 
nately—has the railroad retirement fund to think about; and other 
committees have the social-security fund. We are constantly con- 
cerned about the actuarial soundness of those funds. Certainly if 
the Government goes into any reinsurance program there is going to 
be the same actuarial program. 

Dr. Magnuson. Well, you know, there is nobody more ignorant 
about business affairs than a doctor. And I am no exception. I 
wouldn’t know how to go at it except to say that the information 
should be gathered before anybody can come to any definite conclusion 
on what the chances are in any group, age group, or occupational 
group, or what not. 

Mr. Hare. You were here this morning, because I saw you here. 
Were you here yesterday ? 

Dr. Macnuson. No, sir. 

Mr. Haxe. I wonder if you want to make any comment on these 
group-insurance plans of the kind testified to by Dr. Loos this 
morning ¢ 

Dr. Macnvuson. Well, Dr. Loos has one type of group, which is a 
combination of medical service and insurance. 
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Now, I was very much interested in the chairman’s statement and 
his effort to find out what objection there would be to advertising these 
various groups. And while I was sitting there, thinking about the 
question, I felt that the chairman was talking about something that 
probably should be advertised, and that was that there existed this 
type of insurance medical protection. Dr. Loos, from his medical 
standpoint, could think of nothing except personal advertising of the 
medical profession. Now, they are two separate and distinct things. 
I don’t think the chairman has any idea that he wants a group of 
doctors to go out and advertise that they are prepared to take care of 
people for a certain sum and that they are the best doctors to do this. 
But certainly there is an awful lot of education to be done with people 
in general, who don’t know—and education is a slow process always, 
and, besides that, by the time you get one group well educated they 
die and you have got to start on another. I have been educating young 
men for 40 years in medicine, or trying to, and it always distresses me 
because the class I am teaching now doesn’t understand anything about 
what I taught the class last year. And that is the way with the human 
race in general. 

Advertising, it seems to me, is a very legitimate thing when it comes 
to putting before the people the advantages that can be gained from a 
certain arrangement giving medical services. But who the men are 
in those groups makes the difference as to whether they are successful 
or whether they are not; whether they are honest, whether they are 
conscientious, whether they have the equipment and the brains to do 
what they say they are willing to do. 

The business part of this thing should be managed by people who 
know how to manage it, because, as I said before, medical men are 
notoriously poor businessmen. They are trained in and interested in 
taking care of sick people. 

On the other hand, they don’t want to be controlled in their efforts 
to take care of sick people by men who don’t know anything about 
taking care of sick people. 

So that here is a nice balance between a group who, like the Kaiser 
people, have gotten into selling medical services. Now they go out and 
hire doctors for a sum. The doctors don’t have to work for them if 
they don’t want to. But a young man coming out of medical college, 
who has had 4 years of college, 4 years of medical school, an intern- 
ship, and a residency, is busted. He is probably 30 years of age and 
needs a job. Kaiser will pay him $6,000 a year. Now, if he loses his 
identity in going to work for Kaiser and being submerged in something 
like what the old VA Department was, they are not practicing good 
medicine. And he can become submerged if he is overcome and over- 
powered and overruled by a group of men who know business but 
don’t know medicine. And our hospitals are the same way. Just 
consider that in a hospital a doctor, who is the supporting part of the 
hospital, with his patients, has no authority in that hospital at all. He 
can't hire anybody. He can’t fire anybody. The superintendent and 
the board of trustees do that. And yet those doctors have to have cer- 
tain things for their patients. 

If they have a wise manager, and the staff complains about the 
dietitian, the wise manager doesn’t say, “Well, that is the only one we 
can have, because she is working for so much, and we won’t pay any 
more. 
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The wise manager says, “Well, now, if you fellows know a bette: 
dietitian who will give your patients better service, and we can afford 
to have her, you go out and look for her.’ 

So they go out and look for her. And they may get 2 or 3 that 
they will recommend. To whom? To themselves. Yes; from the 
standpoint of whether that dietitian can give good service to their 
patients or not, they will look at that. But they send her to the 
manager. 

Now, the staff has said, “Any one of these three will suit us. Leave 
it up to the manager to hire the one that he thinks will fit into his 
organization best.” 

Then he has fulfilled his obligation to the staff. The staff have ful 
filled their obligation to the board of trustees and the manager. And 
there is no friction. 

But some managers want to tell the staff what they can have and 
what they can’t have when they feel as though they needed something 
for their patients. 

On the other hand, there are many of the staff who want to tell the 
manager how to run the hospital. 

So, you have got two wiih of an organization, neither of which 
can superimpose their will on the other one and have the whole insti- 
tution a smooth-running institution. 

That is the trouble, as I see it, with something like the Kaisers. 
It may be run the best in the world. I don’t know anything about 
it personally. I have never been in one of their institutions. 

There are certain people who think the ‘Vv are getting good service 
from Kaiser. There are certain people who think they are getting 
good service from a lot of doctors. Some of them, I think, are. Others 
I don’t think are. 

The chairman also spoke of the iniquities in the medical profession, 
this morning. We all know them. The medical profession knows 
them better than anybody else, and the medical profession has been 
trying to clean them up, all the w ay from the AMA and the College 
of Surgeons, both ways. They are the ones that have given the pub- 
licity tothem, Mr. Chairman. We are the ones that have been writing 
the articles telling the iniquities. And we have made some of the 
profession very peeved by it. But allright. We are trying to clean 
some of those things up ourselves. 

I don’t want anybody to think the medical profession hasn’t done 
a good job on trying to take care of sick people. But you will have 
to remember that inherently the medical profession is not a good group 
of organizers. They are suspicious of anybody when they talk about 
organizing a group of doctors, because to them that is regimentation. 
and that is, in their term, socialized medicine. I don’t know what 
the term means, because there has been so much loose talk, and it 
has been used unfavorably so often, that I don’t think anybody knows 
what you mean when you say “socialized medicine” unless you take a 
jump across the pond to E ngland. 

Mr. Rogers. Well, whatever socialized medicine is, you are agin’ it? 

Dr. aaquawas. I would like to have someone de fine it first. 

There are a lot of things I am not “agin’. 

Some ‘of my views might be described as a little socialistic, although 
I don’t think there is anything socialistic in that report. 
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Mr. Hatz. Doctor, just one other question. I suppose it is a fact 
that there are very few people in the United States who don’t know 
they can buy life insurance. For one reason or another, they may 
not buy it. But there are certainly millions of people in this country 
who do not know that they can buy any kind of health insurance, 
whether of the ordinary commercial type or the Blue Cross type. Is 
that not true? 

Dr. Maenuson. I don’t know whether that is true or not. 

I can’t imagine anyone that has a radio not knowing that there 
is health insurance these days. Because every time you turn your 
radio on, somebody tries to sell you health insurance. 

Mr. Hate. Be that as it may, I had the same reaction this morning 
as the chairman to the testimony about advertising the existence of 
this group-insurance plan. And I take it you agree that there is a 
difference between advertising the skill of an individual doctor and 
advertising the existence of a health-insurance program. 

Dr. Maenuson. I certainly do agree with that. There is a great 
difference. 

Mr. Hatz. That is all. 

Dr. Maenouson. One is education, and the other is pure professional 
advertising. 

Mr. Hate. Quite. 

The Cuarman. Mr. Heselton ¢ 

Mr. Hesevron. In listening to your responses to Mr. Hale’s ques- 
tioning, particularly with respect to actuarial experience, if I recall 
correctly, last fall we had witnesses here from insurance companies. 
I recall in particular an individual from the Massachusetts Mutual. 

1 have been trying to find it in the record but have not been able to 
locate it. 

But he certainly left me with the impression that there had been 
quite considerable experimentation and study undertaken by compa- 
nies, that a good many of them are offering more and more insurance, 
group policies in particular. And I recall that a United Aircraft 
representative described in some detail a group program that they 
were putting into effect for their 15,000 or 17,000 employees, which 
covered catastrophic illness. 

When your Commission was working on this phase of the problem, 
did you have any assistance from the insurance companies them- 
selves, or from people who have undertaken this type of a program? 

Dr. Macnuson. Yes, sir. We had one whole day devoted to the 
financing of various kinds of medical care. And there was one thing 
that was brought out there. These group-insurance policies, most 
of them, don’t include families. The aviation industry has a group 
of comparatively young men. It isn’t hard for an insurance company 
to cover that group of young men and older men doing certain types 
of work, not exposed to any undue health hazards and what not, in 
a particular part of the country, where there were epidemics once 
in a while but they don’t follow a catastrophic trend. And that is 
quite different than covering the wives and children and the old people. 

As I said, you can get t actuarial statistics on small groups, certain 
industries, and that sort of thing, but there are no statistics on the 
whole population. 

Mr. Hesevron. Doctor, while Mr. Dolliver was questioning you, 
as to two or more recommendations you could not get into the report, 
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you said you would like to discuss them with the committee. I would 
like to offer you the opportunity. 

Dr. Magnuson. Thank you very much. 

In the first place, when we were going through this group of 
statistics, I asked how many school children there were in this 
country, and I got the answer: 31 million, approximately. 

Now, from the draft records, 1 would say that there had been 
almost 30 percent of our young men turned down on one basis or 
another for the draft, because of some physical disability of one 
kind or another. 

Mr. Heserron. Was that during the war, or afterward ¢ 

Dr. Magnuson. That was before the Korean war. 

Now, it is a good bet, from what we know, that these 31 million 
children between the ages of 5 and 18 don’t have a competent exami- 
nation once between the ages of 5 and 18 unless they are sick. 

There are all kinds of disabilities that are incipient in children. 
For instance, in my own field, curvature of the spine, the thing comes 
on slowly, doesn’t give any pain symptoms at all, and usually starts 
at a time when the mother is no longer dressing the child and giving 
the child a bath and that sort of thing. So all of a sudden when 
the child is 12 years old, she comes in and says, “Mary has a curvature 
of the spine that just developed last week.” The doctor knows that 
has been coming on for 3 or 4 years and never was noticed until it 
got so bad the mother couldn’t help seeing it. 

Weak feet, one of the favorite causes of turndowns in the draft, 
is another thing. Posture, which has a great effect on health—these 
children with adenoids, pinched noses, mouth breathers, and hollow- 
chested, potbellied individuals, can’t be healthy. They have no vital 
capacity inside them, and their digestion isn’t good. Their respira- 
tory supply isn’t good. 

Those three things I have been talking about could all be taken 
care of in the school gymnasium if they were found. 

In connection with that, and several years before, as a matter of 
fact in 1949, I came out with a plan on the establishment of diagnostic 
clinics in the smaller towns or smaller cities. 

We have plenty of them that are not organized so far as the general 
community is concerned, but there are plenty of them in the cities, 
especially where there are medical schools. But most of the popu- 
lation doesn’t live near a medical school. 

Take a town of 10,000 or 15,000. Most of them have a hospital 
these days, and most of them have doctors, in the community. There 
is no reason why the doctors in that community can’t center around 
a hospital and establish a diagnostic clinic, first taking the children 
of the community. 

Now, the Government ought to be interested in an examination of 
children, because that is the future citizen, and that is where the 
start of the health 

Mr. Hesevron. Can I interrupt you there, so that you will cover 
what I want covered? In my State of Massachusetts, so far as I 
know, we have a rather extensive number of clinics set up for _ 
children. The one I am particularly familiar with in my own are 
has a local school doctor paid by the community, a local school nurse, 
and also a school dentist. They hold regular clinical sessions. They 
hold them all over the county in each community. And some of these 
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communities are very small communities, running only a few hundred 
people. In discussing the problems we have been studying with the 
chairman, I said we were missing a point, in that the Government has 
the Federal, State, and local commission studying the relationships 
and the duties and responsibilities of the various units of Government 
in the various fields. 

The longer I have listened to the very excellent testimony that 
has come in here, and the more I study the problem, the more I realize 
that the Federal Government simply cannot, by itself, do a full job, 
or even a competent job, in this field. It has to be a partnership 
proposition, 

Do you mean to suggest that if Massachusetts is doing that, they are 
way ahead of many of the other States? 

Dr. Maanuson. Yes; they are ahead. 

And on the other hand, I think they are fooling themselves more 

less. You have one school doctor. How many patients is that 
school doctor re rg for ¢ 

Mr. Hesevron. Well, I could not tell you. It would vary, of course, 
upon the size of ‘the community. But I can say that the doctor who 
handles most of that is one of the most competent pediatricians in 
Massachusetts. I have no doubt of that. 

Dr. Magnuson. I don’t doubt it. Massachusetts has done a grand 
job . But if the community would say, *Let’s have a clinic once a week 
from the time school is out until half-past 6 at night,’ most of the 
doctors in that community, whether pediatricians, eye-ear-nose-and- 
throat men, general practitioners, or what, if they would form them- 
selves into an examining line and pass that child on, 1 an orthopedic 
surgeon, 1 a nose and throat man, 1 a pediatrician, maybe 2 or 3 
pediatricians, and a few specialists and general practitioners, most of 
those things can be picked up, if a man has his mind centered on one 
group of things. But by the time the pediatrician gets through making 
a competent examination, he has spent too much time on one child to 
give the other 969, or however many he is responsible for, a decent 
examination. 

On the other hand, if you had a group associated at your local 
hospital, you could have a diagnostic clinic and run these children 
through and then put your discards in the hole for further reference, 
and then once a month or every 6 weeks have a group of specialists 
come down from Boston or the nearest town where you have specialists 
and have those calls come in for special examinations and special 
prescriptions. In that way the doctors in the community would learn, 
and the men from the larger towns, the specialists, would be able to 
devote time to the people who need their particular services, and 
you could do it for just as little money, I think, as you could with a 
few, a comparatively few, good pedi: iricians ac ting as school physi- 
cians. The school physician is certainly an important thing, and 
Massachusetts has done a grand job in it. 

Mr. Heseron. Do not misunderstand me, Doctor, I did not want 
to give you the impression I thought it was being oe adequately. I 
think mest of those intimately connected with it would agree with you, 
and I think your suggestion is undoubtedly an extremely valuable 
one, particularly in terms of what is in this record, as to the terrific 
losses, actual money losses, in wages and that sort of thing, for many 
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of these diseases, which, if they were checked earlier, I asume might 
have been arrested or eliminated. 

I think your idea is an excellent one. 

I interrupted you. I want you to go on. 

Dr. Magnuson. I just wanted to carry that to this stage. Suppose 
you started this thing for children. Suppose a hospital built a small 
building. They could use their own clinical laboratories. You could 
have these children’s blood tested and their chest X raved and their 
spine X-rayed and what not, for a very small sum, if it were organized 
on a kind of a mass production basis, and set aside for certain hours 
and days. From that, I think you would find that real diagnostic 
clinics for your whole community might develop and weld this 
whole group of doctors into a clinie group which wouldn't interfere 
with their private practice at all but would make them a homogenous 
mass of medical talent, instead of spatte ‘ring themselves in « ‘ompetition 
over a big field that they can’t possibly cover as individuals. 

Mr. Hesevton. Do you know whe ther this has ever been undertaken 
anywhere ¢ 

Dr. Magnuson. I don’t think so. I would like to see a pile of pro 
grams set up. I otfe red to set one up in Chicago at one time, but I 
haven’t gotten very far with it yet. 

Mr. Hesevton. The American Medical Association appeared when 
we first opened the hearings and gave assurance that they were inter- 
ested in the committee's study and would be interested in any concrete 
suggestions. 

I think the suggestion made this afternoon is one that certainly 
ought to be included in the program. I hope they will consider it 
carefully. 

Dr. Macnuson. Well, I think they will. Asa matter of fact, I want 
to say this: that we got complete cooperation in our studies, on this 
Commission, from the American Medical Association, and every 
branch. They gave us all their statistics. There were 1 or 2 or 3 
men at every conference that we had. They were compeltely informal. 
It wasn’t testimony. It was just as you and I are sitting down here 
talking now. And there was no acrimony and no unpleasant dis- 
cussion in anything except possibly the finance basis, when Dr. Falk 
and Dr. Dickinson sat across the table from each other, and I thought 
maybe there was a bit of acrimony that went back and forth there, but 
I didn’t hear it. 

Mr. Hesetron. I may be wrong, but I think they made some com- 
ments about the report. 

Dr. Maenuson. Some of us have been shot at before, and our hides 
are kind of thick, and thank God everybody has a right to his opinion 
in this country. If we didn’t, we wouldn’t have an America any 
more. 

Mr. Hesevron. Do you have any further suggestions ? 

Dr. Magnuson. No, I would like to leave this outline with the com- 
mittee to use for whatever they see fit. It is just a carbon copy of 
the plan that I put out, and the diagram of the thing is missing, but 
I think I can find one of those in my office, if you want it. 

The Cuatrman. It will be made a part of the record. 
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(The material referred to is as follows :) 


A PLAN FoR NATIONWIDE MEDICAL CARE 


Based upon two major factors: 

First: The weakest link in our chain of medical care results from the lack 
of diagnostic and public health facilities, particularly for people who are neither 
indigent nor wealthy. 

Second: A positive solution to this problem is possible—one that is com- 
patible with our democratic enterprise system—a solution that is in accord with 
our Federal-State-local system of government—a solution that involves coopera- 
tion between public and private agencies—a solution that avoids the extreme 
alternatives of do-nothingism on the one hand and of bureaucratic futility on 
the other. 

The key to the success of this plan lies in local control. 

“Our health is far behind the progress of medical science. Proper medical 
care is so expensive that it is out of reach of the great majority of our 
citizens.”—President Harry S. Truman (message on the state of the Union, 
Jan. 5, 1949). 

FOREWORD 


This proposal is the work of one individual—sustained by his interest as a 
citizen and by his lifelong devotion to the medical profession. 

This report is the work of one individual—it carries no other sponsorship and 
has no other support. 

As a professional medical man, I am distressed to hear the emotional argu- 
ments used by those on the one hand who favor compulsory health insurance and 
by those on the other who blindly oppose every proposal to meet the problem of 
national medical care. It seems to me that the proponents of both extremes 
miss the point—the heart of the problem is the lack of diagnostic and public 
health facilities. 

The ultimate solution will be less glamorous to some people than compulsory 
health insurance and far more postive than the negative approach of do- 
nothingism. 

The accompanying proposal is therefore offered in the sincere hope that it 
will contribute to the general understanding of a critical problem and that it 
may point the way toward a midle-ground solution acceptable to both the 
American people and to the medical profession. 

Pau B. Maenuson, M. D. 


THE OVERALL PROBLEM 


The deficiencies in our present system of medical care have been carefully 
documented and completely exposed in the voluminous reports of governmental 
and private agencies. Although men of good will may differ as to the inter- 
pretations of our conclusions drawn from these data, we cannot ignore these 
facts: 

1. Forty million Americans reside in areas that lack the basie protection of 
full-time public-health departments. 

2. Less than 10 percent of the public-health departments of the Nation are 
provided with physical facilities even approaching reasonable standards of 
decency. 

3. There is a shortage of doctors, dentists, nurses, laboratory technicians, 
and specialists of every variety. In the public-health field alone, more than 
30,000 vacancies exist throughout the United States. 

4. In terms of population, our doctors and other medical personnel are un- 
evenly distributed. In Mississippi there is but 1 physician for every 1,400 people ; 
in California the proportion is twice as great. Rural areas suffer especially. 

5. In the rural areas, also, there is no provision for medica] men to maintain 
contacts with professional progress, to receive stimulation in the advances 
of medicine and education in modern methods. 

6. Facilities and equipment are likewise in short supply and unevenly dis- 
tributed. This is particularly true of diagnostic facilities. Wealthy patients 
can afford the expense of thorough examinations; indigent patients get such 
examinations free even today in most of our hospitals in urban areas. The 
biggest problem concerns low and moderate-income families. 
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THE DIAGNOSTIC PROBLEM 


Diagnosis and the maintenance of health are the two most important phases 
of medical care. ‘The maintenance of health depends on routine or at least 
fairly regular health examinations, These health examinations do not consist 
of a few thumps on the chest and a stethescope over the heart and looking at 
the tongue; they mean examination of a patient from the roots of his hair to the 
ends of his toenails. They need electrocardiograms to check the condition of 
his heart, they need blood pressure readings to see the condition of his circula 
tion, they need a basal metabolic rate to tell whether the metabolism of the body 
is working as it should; they need examination of the teeth to see whether there 
are any infections and examination of the throat to see whether the tonsils or 
nasal pharynx are infected. 

The reason a patient comes to the doctor frequently is a pain. Maybe a pain 
which he has never had before. It is up to the doctor to find out why the pail 
is there. Also, there are many conditions which occur in human beings that d 
not cause pain but which are insidious in their onset. Cancer, for example, is 
one of the most insidious of all diseases. The cure of cancer is not so impossible 
when in can be found in its very early stages. One of the reasons why it is not 
found is because it gives no symptoms until it has progressed to a stage where it 
is incurable in a large percentage of cases. Cancer of the breast can be found 
early if there is proper examination, but cancer of the rectum and cancer of the 
stomach many times are insidious and far advanced before they do give symp 
toms. Therefore the ordinary diagnostic methods in a doctor’s office are not 
satisfactory. Many times they are not satisfactory to the doctor or the patient 
And so the general practitioner while he may be very skilful and may know the 
patient very well cannot always make a diagnosis without help. This help can 
be given by a group working together diasnostically and this help is what the 
doctor needs in order to make a diagnosis on early degenerative diseases and 
maligancies and other things that come on insidiously. There is no reason why 
this help cannot be given by even a traveling clinic if there are no facilities near 

The proper kind of diagnostic service described herein is not available to many 
millions of Americans. A thorough diagnosis is expensive because it takes time, 
skill, matterials, housing, and the cooperative effort of specialists. Laboratory 
work for X-rays, blood chemistry, basal metabolism tests, ete., may run upward 
of $150 per case. In addition, we have a shortage of doctors and other profes- 
sional personnel. We have a shortage of equipment. Any answer to the na- 
tional health problem which glosses over these deficiencies cannot be an adequate 
answer. 

ALTERNATIVE SOLUTIONS 


The scope, complexity and diversity of these problems generally stimulate two 
extreme alternative solutions: One group favors a do-nothing policy; the other 
jumps to the opposite extreme of national compulsory health insurance 

I. The do-nothing policy is based upon these assumptions: 

(1) The Nation is doing very well in a medical way, far better than any other 
major industrialized nation. 

(2) Any action by Government is per se harmful and runs counter to our con 
cepts of individual initiative. 

(3) Government action would disturb the patient-doctor relationship 

(4) Any Government action would increase taxes, would merely add to our 
overgrown bureaucracy, and would result in regimentation of our people. 

These assumptions, however, ignore these facts: 

(1) Although America may lead the world, we can and should attain a higher 
level of medical care. 

(2) Government action need not be incompatible with the private-enterprise 
system. 

(3) Government should not be the master, but should be the servant of the 
people—which means that local control is essential. 

(4) Cooperation between Government and private agencies—plus local con- 
trol may improve our system of medical care without resort to overgrown bu 
reaucracy or regimentation. 

Ii. The compulsory health-insurance advocates, reacting violently to the 
do-nothing philosophy, offer a solution that attempts through one sweeping 
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legislative act to convince the American people that they will be cared for from 
the cradle to the grave. 

Such a scheme assumes: 

(1) That illness can be legislated out of existence. 

(2) That a bureaucratic organization directed from Washington will under- 
stand and meet the diversified medical needs of regions, States, and localities 
in the United States. 

(3) That State and local governments and private agencies cannot do the 
job. 

(4) That the mere selling of health insurance will automatically solve the 
great problems—the shortages of doctors and other medical personnel, the short- 
ages of equipment, and the shortage of space. 

(5) Finally, that another bureaucratic organization in Washington is com- 
patible with our American system of individual initiative. 

This proposal ignores these facts: 

(1) That one law designed to eliminate illness will be as effective as one law 
designed to eliminate war; and that no matter how many billions of tax dollars 
are paid in, compulsory health insurance is a glittering promise that cannot be 
met so long as we have shortages of personnel and facilities. 

(2) That the national health problem is complex and does not lend itself to 
one single solution; and that the health problem is most complex in the rural 
areas. 

(3) That the accumulation of bureaucracies in Washington will weaken our 
ideals of self-government, as well as individual self-reliance. 

(4) ‘hat the tax burden necessitated by such a national scheme is unpre 
dictable and especially burdensome in view of the current budgetary demands 
placed upon the Nation by the cold war with Russia. 

(5) ‘hat wherever a compulsory scheme has been attempted the results have 
been poor in terms of the care given the individual and poor in terms of the 
progress made in medical research, 


A DEMOCRATIC SOLUTION 


Between these extremes lies a democratic solution—a positive middle-way 


program that is compatible with our social structure and with our Federal 
system of government. This proposal avoids the false optimism of the do-nothing 
policy and the potential disillusionment of the other extreme, Furthermore, 
this proposal reflects the practical experience of World War LI. During that 
conflict the American people learned something about the term “logistics.” 
We learned the importance of men and materials; we discovered that we could 
not pursue an all-out offensive on every front at one and the same time. The 
medical problem requires an overall strategy, carefully planned tactics, and a 
system of logistics that will provide men and materials where they are most 
needed. If the diagnostic facility is the weakest link in our medical chain, we 
should attack that point with all our resources. We should put our faith in 
a day-to-day battle against illness rather than in any mere Government insurance 
scheme. In order to win battles, the generals had to have their troops in the 
right place at the right time—even though the distribution of personnel was thin 
in some spots. We know the distribution of medical personnel is limited. 
Therefore, it must be used to the greatest possible advantage in order to combat 
disease. 

It is suggested that in the following pages a plan is presented that is evolu- 
tionary rather than revolutionary in character, a plan that means progress 
without sacrificing those values that are of central importance to our way of 
life, a plan that realistically concentrates our resources in an attack at the 
weakest point of the enemy—sickness and disease. 

This plan is something that we can afford. Equally important, it is some- 
thing that should prove effective. And third, it can be started with the least 
possible delay. We will not have to wait 3 or 4 years to “tool up,’ because 
we will establish control locally rather than at one central point. 


THE PLAN IN BRIEF 


In essence, this plan calls for the establishment in communities throughout 
every State of diagnostic clinics accessible to all of the population, equipped 
with the most modern facilities for complete health examinations, and staffed 
with the highest type medical and professional personnel available. 
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Financial support for the plan would come from the Federal Government, the 
States, local governments, and private contributions. 

The clinics would provide free, part-pay, or full-rate medical examinations 
and health advice to all members of the community who seek the service. But 
the clinics would not provide free treatment. The family physician, local hospital 
and specialist would provide treatment at their regular rates, suppplemented 
by deficit payments from funds provided by local, State and Federal sources, 
entitlement to be decided by a local board of control. 

The cost of the diagnostic service would vary with the economic status ol 
the patient—free, part-rate, or full-rate—to be judged by a local representative 
board, 

The task of staffing the diagnostic clinic would be handled on a cooperative basis 
involving medical schools, State and local public health agencies, the Veterans 
Administration, and the proposed National Science Foundation 


THE PLAN IN DETAII 


1. Supervision of the plan and standards of service would be under the medi 
cal schools and universities, locally or regionally. (In those States which have 
no medical schools, the universities could supervise the plan or work out arrange 
ments for staffing with medical schools in neighboring States. In those States 
with several medical schools, a committee of deans, in cooperation with the State 
director of medical services, could supervise the plan, just as the deans’ commit 
tee so successfully supervises the Veterans’ Administration medical program.) 
The medical schools or universities would recommend a full-time supervisin 
officer for each State for appointment by the governor. Such recommendations 
would serve to keep politics out of the plan. 

2. Under this supervising ofticer, diagnostic clinics would be set up in the com 
munities throughout the State which would be accessible to all the population. 
These diagnostic clinics would be established wherever possible in existing fa 
cilities (health centers, hospitals, ete.) New buildings for the diagnostic clinics 
would be built only where existing buildings are unavailable or impractical. 
The diagnostic clinics could be built as sections of the new Hill-Burton hospitals 
Where necessary, traveling clinics could be instituted. 

3. The diagnostic clinics would be set up with the most modern equipment 
for complete health examination, and staffed with the highest type medical and 
professional personnel available. It would be the direct responsibility of the 
Director of Medical Services to find and provide necessary personnel through 
the various sources, medical schools, science foundations, Veterans’ Administra 
tion medical program, Government services (doctors, nurses, social workers, 
laboratory technicians, dentists, etc.). 

4. The diagnostic clinic would provide free, part-pay or full-pay medical exam 

inations and health advice to all members of the community who seek the sery 
ice. But the clinic would not provide treatment. The family physician, local 
hospital and specialist would provide the treatment at their regular rates graded 
to the patient’s economic status and with full consideration for the role played 
by medical and hospital insurance. 
5. The diagnostic clinic would pay the family physician, the local hospital, 
the specialist for services rendered to those members of the community who 
cannot afford to pay for medical treatment. The locally controlled clinic would 
make up the deficit for those patients who can afford to pay part of the costs for 
both hospital and diagnostic service. Hospitals will benefit by being able to ad 
just their charges without fear of deficit. The clinic—aided by local philanthro- 
pies—will pay for all indigents and thereby provide relief to deficit-plagued hos 
pitals and thereby prevent the destruction of one of the greatest public services 
to the country provided by its citizens. 

6. The subsidized medical examinations would substantially reduce medical 
costs for the moderate-income families and make it possible for any income group 
to get the service now open only to the wealthy. The patient would be able to 
obtain a thorough and complete diagnosis, so necessary to really adequate medi 
eal and disease prevention, but a course which most patients shy away from be- 
cause of the expense involved. 

7. While reducing costs, the free medical examinations would also raise com- 
munity health standards by making available diagnostic facilities not readily 
accessible to the general practitioner: by providing high type consultation fo 
the general practitioner; by making it possible for the average patient to get 
proper diagnoses, and therefore, proper treatment; and by providing the family 
physicians opportunity for close contact with the most up-to-date medicine. 
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8. This plan would permit much more efficient use of the limited medical man- 
power of the Nation, and more widespread use of the country’s top medical 
skill and brains. The Armed Forces, for example, could utilize the facilities of 
the diagnostic clinics in those areas where the Army or Navy has no clinic of its 
own. 

The Veterans’ Administration could also make use of the diagnostic clinics. 
Under present laws, only the service-connected veteran-patients are permitted 
to use VA clinics. Non-service-connected cases, or two-thirds of the VA patients, 
must enter a VA hospital and take up a bed in order to get complete examina- 
tions. A non-service-connected case could obtain a free medical examination 
at the community diagnostic clinic, and if his treatment required special atten- 
tion, he could be sent to a major VA hospital. 

9. Biggest problem would be the staffing of the diagnostic clinics in the face 
of the national shortage of medical personnel, a shortage due to be with us for 
many years to come. The medical schools would provide for the staffing by full- 
time and part-time physicians and associated auxiliary workers. 

The Veterans’ Administration should be ready to cooperate by encouraging its 
young doctors to pursue part of their training in the outlying areas of the coun- 
try, which as a rule progressive physicians shun. Doctors training for the 
specialties must put in a period of service or practice under diplomates (ac- 
credited specialists). The VA could send to the diagnostic clinics a large number 
of young doctors with 8 to 4 years of special training. These doctors would be 
assigned for 2 years, and their practice would be supervised by diplomates, who 
are consultants to the VA. 

Similarly, the proposed National Science Foundation, which would undertake 
to assist in the training of young scientists, would be able to arrange, on a con- 
tract basis, for doctors educated at Federal expense to pay back Uncle Sam by 
serving for a stipnlated peried in the outlying diagnostic clinics. 

10. There is no element of compulsion in this plan—as there is in national 
health insurance—a factor of prime importance to physicians and all men of 
integrity. High quality health care and disease prevention must come out of 
cooperation and good will, on the community level, and will not come out of 
orders from Washington. The outstanding success of the Veterans’ Administra- 
tion medical program is attributable to the local supervision by the medical 
schools. The selection of virtually each doctor in the VA is made by the medical 
schools, which are in a position to know what kind of a physician he is, what 
kind of medicine he practices, whether or not he is a good teacher, whether or not 
he is a public-spirited citizen. 

11. The local board, which would be the controlling influence over the poli- 
cies and operations of the clinic, might be a representative body composed of 
persons drawn from State and local public health agencies, State and county 
medical societies, local philanthropic bodies, and local civic and altruistic bodies 
such as veterans organizations, service clubs, and the like. 


ADVANTAGES OF THIS PLAN 


This plan has several obvious advantages: 

1. It is realistic in its emphasis upon local controls. 

(a) This would avoid an unnecessary Federal bureaucracy. 

(b) This would prevent abuse of a governmental system of medical care. 

(c) This would tend to reduce costs, and hence taxes. 

(d) This would permit maximum utilization of our present trained personnel 
and would stimulate efforts to train more. 

2. The plan would preserve the doctor-patient relationship and would enhance 
the doctor’s value to his patient through a diagnostic service which he is not 
equipped to provide himself. 

3. This plan would tend to attract doctors and other medical personnel to rural 
areas. This would obviously serve to bring about a better distribution of our 
medical personnel and in the long run would serve to increase the total supply of 
medical personnel. Furthermore, the personnel in rural areas wuold be stimu- 
lated to keep in touch with progressive developments in medicine. (The rural 
ureas are basically ignored in present proposals for compulsory health insurance. ) 

4. The plan would permit a local or regional concentration upon specific health 
problems. For example, tuberculosis is a problem most prevalent in the southern 
States ; heart disease is most prevalent in New England. Local control of health 
problems would permit a flexible approach to diverse health problems. 
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5. This plan would provide a vital check against unnecessary operations. 
Proper diagnostic service would go far toward preventing such operations. 
6. The nature of this plan is such that the American people would be warned 


that the solution of the nation 


al health problem depends not upon a mere Federal 


statute but upon a continuing fight by the people in their local communities. 


7. This plan could be effect 


uated in large part within 18 months. 


A PLAN FOR NATIONWIDE MEDICAL CARE 


KEY TO SUCCESS —LOCAL CONTROL 
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And, incidentally, I raised more than $200,000 before I even had a 
board of directors in Chicago inside of 6 weeks; just going to my 
friends, and some old patients, and some people I didn’t know, and 
industry and labor. And we are now starting this rehabilitation 
institute, which is a completely free service organization, not sup- 
ported by anything except private subscription. 

And we will take all kinds of disability cases. I don’t care whether 
it is tuberculosis or infantile paralysis or heart disease or paraplegia, 
or what not. 

Our only object is to give a thorough examination first, to determine 
what this patient is able to do, and then, if they are accepted for re- 
habilitation, they will be put to work several hours a day, 5 days + 
week, not to teach them any trades but to teach them all they can w ith 
what they have left. 

The third thing is to find them jobs in industry so that they can 
make a living again. And we figure that if the charities—this is a 
service organization—will pay $8, we will save them $10 the first year, 
and after that we will have the patient off their hands so that ‘they 
won’t have to pay him anything. He will pay taxes himself. That 
has been done in Chicago in less than a year, and we bought a $300,000 
building and are ready to start. 

All this stuff needs is some leadership. But doctors as a whole 
don’t have the time to do it. I am out of circulation now. I am out 
of practice. I had to do something to occupy the rest of my life, so 
T thought I would do this. But it is just a question of someone in 
a community presenting these things properly and taking leadership 
to see that they are done. 

Mr. Hesexron. I hope that the very fact that these hearings are 
being held, plus the hope that something will be done by the commit- 
tee and Congress, will serve to help arouse the public to the sort of 
work you are doing, because I think it is not only helpful but most 
significant. 

People may differ as to proper solutions, but I am sure they are 
concerned about what can be done. 

Dr. Magnuson. Gus Thorndyke got one of these things started up 
in a ward of the Massachusetts General Hospital, and Dr. Howard 
Rusk and Kessler, down in New Jersey, but there is nothing between 
those, so far as I know, and San Francisco. Chicago, probably the 
largest manufacturing town in the world, hasn’t any place you can 
send one of those people. And we figure 500,000 people i in C hie: ago 
need some form of rehabilitation, to increase their earning power, or 
put them back to where they are earning some sort of dough. 

The CHamman. Do you think it might “be a proper function of the 
Public Health Service to locate these various ideas that are promising 
and make them available to the people who are known to be interested 
in hospitals all around this country, as well as the local medical 
associations £ 

Dr. Macnvson. Well, in the first place, you have got to have people 
trained, to train other people. That is one of the great troubles with 
medical education today. There are not enough teachers. There 
are not enough people with the ideals of teaching, or information, to 
staff our hospitals. 
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Now, when you start anything new like this, you have to start from 
the ground up. You have got to get a few well-informed people as 
a nucleus, and then build up from there. 

Each one of these things, started in the right way and staffed in 
the right way, will be the nuclei for a spread of this. 

I went to Louisville a few weeks ago to talk to them. They are 
contemplating getting one started. They said to me, “Where do we 
get the people?” 

Well, I robbed the VA to get mine. I happened to know who the 
best. ones were. The VA squawked a little about that, but I said, 
“Listen. You had plenty of time to educate them. That is what 
we started this thing for, to educate them. If you haven't educated 
them since I left, you have just done a bum job, that is all, because 
I think we were educating them when I was there.” 

Mr. Hesetron. That is all. 

The Cuarrman. Any further questions, gentlemen ? 

Mr. Pevty. Mr. Chairman, I would like to ask Dr. Magnuson if he 
did not infer, a little earlier in his testimony, that he was under the 
impression that the Kaiser Foundation has lay management? I 
think I might refer to the testimony Mr. Kaiser gave, in which he 
said the heart of the medical care program is the partnership of 
doctors who supply their services to the members. The physicians 
supply their own independent private partnership. 

Then a little later on, he said there is no control over service to 
patients. 

Dr. Magnuson. That is fine. I qualify my statement by saying 
that I didn’t know anything about the Kaiser institution, and then I 
went on to the hospital business, and apparently Mr. Kaiser has his 
organized like I spoke about the hospital, with a wise lay manager, or 
wise management and board of trustees, with a group of doctors 
paying attention to their own business and passing the ball back and 
forth for team play between them. 

And I am sorry if I gave the impression that I thought that I knew 
that the Kaiser institution was run on that basis. I didn’t mean to 
imply it, because I don’t know. 

Mr. Pevry. Well, Mr. Kaiser, I thought, was very emphatic on 
that point of hi aving the doctors run their programs, 

Dr. Magnuson. | am glad he feels that way about it. 

The Cuarrman. I just have one or two questions that I would like 
to ask, Doctor. 

In the first place, with reference to your statement concerning re- 
insurance, I do not know what others have in mind by the use of the 
word “reinsurance.” However, I have introduced a bill that might 
be termed the “reinsurance bill.” The theory of the bill is not dis- 
similar to that which prevails under the FDIC, in which the FDIC 
guarantees to depositors that the United States Government will 
stand back of them to the extent of $10,000 in deposits. This neces- 
sitates, of course, some supervision by the FDIC to make certain that 
the rules and regulations of good banking are carried out by the bank- 
ing institutions ‘which are insured, And that guaranty to the depos 
itors in that overlooking, so to speak, is based on a small fee to be 
paid by the insurance company. 
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Now, the bill which I have introduced is not the last word, by any 
means. I have introduced it from the standpoint of creating interest 
and discussion, in the hope that as a result we will have a worthwhile 
bill, that will be sound and will obtain the results that we are seeking. 

However, I have been told that one of the objections to the bill by 
the medical fraternity grows out of the fact that in the opinion of 
some, it has a tendency to lead toward governmental control of 
medicine. 

It seemed to me that that was a bit farfetched under the circum- 
stances, but to me it illustrates how far some individuals will go to 
oppose an arrangement which has a good intent back of it, and the 
purpose of which is to be helpful. 

Now, you have been speaking with reference to the rehabilitation of 
the injured and ill persons. 

Mr. Hesevron. Mr. Chairman, may I interrupt you a minute? 

[ think in terms of what has been said, that reached your ears, it 
might be well to put in there the first portion of your bill. It says 
definitely that it is the belief of the Congress that the solution to the 
people’s health needs can be obtained from free enter prise and private 
initiative without so-called socialized medicine. 

The Cnatrman. Of course, as Dr. Magnuson has realized in his 
life, and you have in yours, we realize very often good intent can be 
misconstrued, and I accept any criticism of the kind that has been 
made against the bill which I introduced. It is just lack of knowl- 

lge or an opposition which is based upon something other than 
reason. 

With reference to the splendid work you have inaugurated in Chi- 
cago, in connection with rehabilitation, is it not true that some reha- 
bilitation services are very expens. ve ¢ 

Dr. Maenvuson. Yes. 

The Cuatrman. Well, would you care to comment on the economic 
side of rehabilitation? That is, How does the outlay compare with 
measurable economic returns to the employer and the employee in 
the community, for instance? 

Dr. Magnuson. Well, the figures, as far as I have been able to get 
them, were given to me by Miss Mary Sweetser, who is head of the 
rehabilitation effort in the new De partment of Health and Welfare. 
They figured that the first year, for rehabilitation of an individual, 
they spent eight-tenths of the money which was being paid for bene- 
fits, in addition to the benefits, and after that the benefits were elimi- 
nated the year after, and those patients went back to being taxpaying 
units on an average of $10 per year per patient. 

Now, how much that amounts to in dollars and cents, can be-getten 
from the Department, because those are Department figures. We 
have said to people in Chicago: 

By spending $8 with us, you will save $10 the first year, and after that you 
will save the whole $18, besides making a happier individual, a self-supporting 
and taxpaying unit. 

It has been well proven up to now that disabled people are good 
employees. They can’t go out and get another job so easily. 

And the result is that they stay on the job, and they learn it well, 
and I can assure you of this: That we have had tremendous cooper- 
ation from labor in Chicago in establishing this effort. And I think 
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that labor in this country now is fully awake to their responsibility 
of getting these people back to work instead of having them on some 
sort of a charity or Government payroll. 

The CuarrmMan,. It was with some knowledge of the interest that 
labor-has in the matter that I was prompted to ask the question which 
I did. 

Dr. Magnuson. On the other hand, Mr. Chairman, I would like to 
say that on the board of directors of our institute in Chicago, we have 
nothing but presidents of big institutions, and many of them have 
given as much as $25,000 for the promotion of this institute. And, as 
I said, we are ready to start now. We have our building and are 
ready to go. 

The Cuamman. Well, if your building is a pilot plant, so to speak, 
[ think it can be considered possible that the results of your effort in 
Chicago will bear fruit elsewhere. Certainly that is my hope. 

Dr. Macnvson. I hope so, too. 

The CuarrmMan. Would you care to make some comparison between 
the proposals made by President Eisenhower concerning health in 
his state of the Union message, as compared with the recommendations 
made by the Commission on the Health Needs of the Nation, of which 
you were Chairman ? 

Dr. Magnuson. Well, of course, the President wasn’t very definite 
in what he had to say. He spoke about it in rather general terms. 
And all I can say is that I didn’t see anything in what the President 
said that wasn’t compatible with what we recommended in the report. 

The Cuarrman. [ agree with you in that deduction. 

Dr. Magnuson. And, incidentally, I would like to say that I never 
knew who on that Commission were Republicans and w ho were Demo- 
crats. They have worked together as Americans and did a mag- 
nificent job at the expense of a lot of time and a lot of ener gy. Wehad 
many, many meetings, and in the staff and the Commission there was 
never one bit of acrimony or unpleasantness. 

And when I turned in that report, I said to the President: 

It has been one of the greatest pleasures of my life to work with this group 
of Americans sitting down around a table, all with diverse backgrounds, all 
with diversified businesses, and to come up with a unanimous report. 

There were a few little mild objections, which you can’t take any 
exception to, but it was a unanimous report, in all the things that we 
found. And we didn’t come to the end of our recommendations, be- 
cause we came to the end of our time before. 

The CuatrmMan. Well, as you have been testifying, I had brought 
before me the report submitted by your Commission. And in looking 
over the names of the Commission, I can readily understand how a 
group such as were gathered together under your leadership could 
look at this question in a broad sense, with a desire for service, and not 
with any personal acrimony, one toward the other, and would produce 
results that should be given most serious consideration. 

Those who are members of that committee come from different 
activities in our Nation. ‘They are all outstanding, and they are men 
whose judgment in any matter to which they have given their study 
is entitled to the most sincere and careful consideration. And I 
readily realize that you should consider it an honor to be the Chair- 
man of a group such as that which worked with you. I think it was 
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a bit disappointing to me to learn today for the first time of this very 
critical report that was made concerning the report of your Com- 
mission by, I assume, the board of trustees of the AMA, in which it 
said: 

The Commission has described a welfare state. The Commission would be 
just as well to call it by its true name, a Socialist state. 

I hope, and I think there are indications of it, that the AMA, in re- 
sponse to what I believe is the thought of many of its members, will 
take a more charitable view, a more fr iendly approach, to this splendid 
work that was submitted by the Commission of which you were Chair- 
man, and not feel that it is entitled to the criticism that the words 
would indicate, which I have read from this report of the board of 
trustees. 

I believe we are all marching forward. I believe we are all looking 
at the future in a different perspective than we have heretofore with 
respect to this matter of national health. I believe the time is here 
when something should be done, when something can be done, and I 
am hopeful it will be done, in that in our common endeavor there will 
be assistance given, which I have had assurance there will be, by the 
AMA, which will enable us to do something as a committee, as a Con- 
rress, as a nation, for the benefit of the average citizen in this very 
teen matter that now bears down so heavily upon the average 
family. 

Mr. Heserron. You have twice said that the Commission, because 
of the limitations of time, was not able to give consideration to certain 
phases of the problem, and I have been led to the conclusion that you 
thought those were important phases. 

I have in mind not only the type of people who worked with you, 
and yourself and your staff, but the undoubted familiarity they have 
with this whole problem. 

Is it your feeling that it would be a constructive suggestion that 
the Commission should be permitted to complete its work ? 

Dr. Magnuson. Well, I think that the present administration has a 
Commission appointed to continue this. I don’t think they have said, 
“Continue it,” because maybe that wouldn’t be politically expedient. 
But I think there is a Commission now working on something of the 
same sort, on which there are very eminent men. 

The Cuamman. We certainly thank you, Doctor. We realize it has 
been a great inconvenience for you to be present and something of a 
trial phy sically, probably, to be here, certainly for so long a time, 
and we appreciate it greatly that you have been willing to be of such 
assistance to us. I want to be bold enough to express, on behalf of 
the committee, a desire upon our part, in the future deliberations of 
the committee, to feel free that we can contact you and have the bene- 
fit of your wide experience and the progressive viewpoint that-you 
have presented. 

Dr. Magnuson. Thank you, Mr. Chairman. 

My services are at your disposal at any time. I live in Washington 
half the time and in Chicago the other half. 

Thank you. 

(Whereupon, at 4:15 p. m., the hearing was adjourned until 10 
a. m. Wednesday, January 13, 1954.) 
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Houser or RepreseNTATIVES, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Wash ington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 1334 of 
the House Office Building, Hon. Charles A. Wolverton (chairman of 
the committee) presiding. 

The CuHamman. The committee will come to order. 

We have the privilege today of having as our witness Dr. Russell 
V. Lee, of Palo Alto, Calif. Dr. Lee is clinical professor of medicine 
at Stanford University School of Medicine. He is a colonel in the 
Medical Corps of the United States Air Force Reserve, and he was 
formerly Chief of Preventive Medicine for the Air Force. 

Dr. Lee, who is a member of the house of delegates of the American 
Medical Association, is director of the Palo Alto Clinic, of Palo Alto, 
Calif. Dr. Lee also served as a member of President Truman’s Com- 
mission of the Health Needs of the Nation. 

In addition to that information, there has been some additional 
information that has come to my attention that was exceedingly in- 
teresting to me, namely, that Dr. Lee has five sons, all of whom are 
doctors. He has two daughters, each of whom is married to a physi- 
cian. 

I would say that Dr. Lee comes with a backing in the views that. he 
expresses beyond that which the average witness has who comes before 
us to testify. 

Doctor, we are happy to have you with us this morning and to have 
you give us the benefit of your rich experience in the field of medicine 
and medical economics. 

You may proceed, Dr. Lee. 


STATEMENT OF DR. RUSSELL V. LEE, OF PALO ALTO, CALIF. 


Dr. Ler. Mr. Chairman and members of this committee, you have 
before you a statement wlich I prepared on aid to prepaid medical 
care and hospitalization plans. 

I do not propose to go through this statement word for word. Iam 
informed that it was a little bit wordy anyway, and it would be better 
perhaps to come to the point directly. 

The Cuatrman. Doctor, we will not interfere with you presenting 
the matter to us as you desire, but I do want to say to you that this 
statement is not too long for you to give in its entirety if you so desire, 
and neither is it too long to prevent you from making such additional 
remarks or statements as you may wish to do in addition to this. 
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When a man of your importance comes before us, and at the great 
personal inconvenience that you have experienced to be here, we cer- 
tainly do not want you to get the impression that the committee’s time 
is such that we cannot give you the full time that you deserve to pre- 
sent your views. 

The committee will be greatly benefited by whatever you have to say 
on this subject. And I want you to feel the utmost freedom in taking 
such time as you may desire to present your views. 

Do not get the impression that you have to hurry through. 

Dr. Ler. Thank you, sir. 

(The statement follows :) 


STATEMENT ON AID TO PREPAID MEDICAL CARE AND HOSPITALIZATION PLANS 
I. OBJECTIVES 


The proper objectives of any program of this sort are threefold: First, to 
increase the supply of medical and hospital care where it is deficient ; second, to 
improve the quality of such care; and third, to make such care accessible to all 
those who desire and need it. 

A reduction in the overall costs of these services might seem also to be a 
proper objective. This is not necessarily the case. In fact there are many and 
abundantly good reasons why the total expenditures for health should be in 
creased. It is demonstrable that health, life itself, indeed. can actually be 
purchased. If America is to have the superb health care which modern medical 
knowledge makes possible, she must be prepared to pay for it; first in the provi- 
sion of more personnel through the enlargement of medical and paramedical 
training programs; second in the provision of more and better facilities such as 
hospitals, clinics, ete.; and third through generous support of research from 
which new knowledge is to come. More money, not less, should be spent for 
health. The better distribution of the load of payment is the real objective of a 
prepayment program. To be sure, in doing this organization task properly, many 
economies can be achieved and these are not to be disdained. Such devices as 
group practice not only make care of higher quality possible but also decrease 


costs. 


II. CATEGORIES OF PREPAYMENT 


In general the payment of the health bill is divisible into two parts, viz, the 
hospital bill and the bill for physician’s services. In addition there is the bill 
for drugs, apparatus, and services of paramedical personnel but the first two 
account for the bulk of the money required. Prepayment plans for hospital care 
should be kept separate from those for medical services. The plans, and un 
fortunately there are many of them, that have combined hospital with medical 
and surgical benefits have not been altogether wise because of their tendency to 
encourage unnecessary hospitalization and unnecessary surgery. The two prob- 
lems also are essentially different: That of the hospital being largely one of find 
ing dollars; that of medical and surgical coverage being one of providing the 
services of physician-surgeons. Insurance methods are quite suitable for the 
solution of the hospital bill. The principle of prepayment for services to be 
rendered is also applicable to the physician's bill. It can be said, in general, that 
where the participation is very wide as in Michigan and some other places, the 
present hospital insurance plans are satisfactory and after help in starting can 
be made self-supporting. Help is needed for these plans to make it possible for 
them to insure groups at present regarded as impossibly poor risks, such as the 
aged, ete. And help is needed for those indigent and borderline indigents who 
cannot afford to purchase such insurance. With help of this kind, viz, to the 
plans to enable wider coverage and to the poor people to pay the premiums the 
hospital bill problem can be solved. 

At the present time in this country hospitalization is provided largely at 
governmental expense if one includes the hospitalization of the mentally ill 
which accounts for 45 percent of the beds. In addition to the care of the insane 
by the States, local governments usually at the county level provide for the 
indigent and usually by the provision of the services directly. The Federal 
Governnient provides most of the hospitalization for veterans, all of it for the 
military the merchant mariners, and in theory (but in very poor practice) for 
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the indigent Indians. For the rest of us hospitalization is provided for in a 
variety of ways of which the principal one is rapidly becoming insurance. Over 
one-half of the population is covered in some degree at least by hospitalization 
insurance, This is issued by nonprofit physician-sponsored plans such as the 
Blue Cross; by cooperatives such as the Group Health Cooperative of Puget 
Sound (Seattle) ; by commercial insurance companies; by industry directly as in 
the case of the Southern Pacific Railroad: and by unions as in the case of the 
United Mine Workers. There is the widest range of benefits and the widest 
range of costs. Study to lead to some kind of standardization of these plans is 
needed. 

The payment for physician's services is also made in a great variety of ways 
‘Though, to be sure, the total coverage is much less extensive percentagewise than 
in the case of hospital care. Much the same agencies are involved as those 
involved in the provision for hospital bills but the different nature of the prob 
lem has led to different approaches. Disregarding the medical services furnished 
by Government at every level, one finds that for the general public two types of 
coverage are available: One that provides a cash idemnity for loss incurred for 
physicians’ services, and the other which provides the services as such directl) 
In most cases the private insurance companies provide the indemnity type of 
coverage ; the cooperatives, the Blue Shield, and the unions service type. Under 
most Blue Shield plans, however, the psysicians themselves are paid on a fee-for 
service basis in accordance with an agreed-upon fee schedule, which is, alas, 
often not met due to the total of the charges exceeding the total of the funds 
uvailable. Another type, also a service contract, is that exemplified by HIP of 
New York and Kaiser of California under which more or less comprehensive 
services are rendered by a group of physicians directly to a group of patients for a 
fixed monthly or yearly fee—the so-called capitation system. This seems to be 
popular with the customers. There are other systems of lesser importance such 
us the various “company plans” under which a physician usually on a salary 
renders care to the employees of a company. Similar arrangements are fre 
quently made for students in colleges. The old lodge doctor operated in a some- 
What similar way. 


II. DEMAND AND DEFICIENCIES 


There is no mistaking the trend. The public is demanding prepaid plans for 
medical services. There is also unfortunately ample evidence that the public is 
not entirely pleased with the plans it has been offered. There are 3 valid objec 
tions to 3 real deficiencies: First, the quantity of the care available under a given 
plan is not enough; second, the quality is poor; and third, it costs so much it is 
inaccessible to those who need it. These deficiencies must be remedied if the 
objections are to be overcome, They can be. 


IV. PROGRAM FOR GOVERNMENTAL AID FOR PREPAYMENT PLANS 


1. Health Insurance Burcau.—The first necessity is for study, then planning, 
and then projection of proper programs. To accomplish this there should be 
established a bureau in the Department of Health, Education, and Welfare whose 
functions are, first, to study all available material which deals with presently 
offered insurance and prepayment for medical and hospital costs; second, to 
organize and analyze these offerings; and third, to present the findings to Con- 
gress, the President, and the people in the form of a definitive study of the 
situation as it now exists. Then, and on the basis of these studies, this Bureau 
should draw up standards to which all plans should conform if they are to 
receive governmental assistance. In addition, the Bureau should not hesitate to 
indicate the form the new plans should take if they are to meet the needs ade- 
quately. This Bureau in addition to its function of study, and its function of 
planning and projection sheuld also act as a judicial body to determine if prof- 
fered plans meet acceptable standards. 

2. Federal reinsurance of existing plans.—Present voluntary nonprofit insur- 
ance and prepayment plans for hospitalization and medical care could expand 
their services, include more classes of people, and plan more boldly if the Fed- 
eral Government would reinsure those plans against losses. This of course pre- 
supposes that the plans applying for this reinsurance meet acceptable standards 
and are administered in an honest and prudent manner. The prepaid commission 
in the United States Public Health Service should have responsibility for proc- 
essing applications and issuing the reinsurance. 
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3. Federal aid to indigents—It would be highly desirable from every point 
of view if medical care of indigents could be furnished through insurance rather 
than by the rendition of services directly by the governmental agency respon- 
sible for such people. There has been great concern about those not completely 
indigent but who need some assistance in order to be able to purchase proper 
coverage. The Federal Government might aid in the solution of this problem and 
encourage this highly desirable method of dealing with the depressing problem of 
the medically indigent by undertaking to match funds with States who are willing 
to initiate and administer a program of buying prepaid hospital and medica} 
insurance for this class of people. 

4. Federal purchase of insurance for its beneficiaries —The Federal Govern- 
ment and its various agencies could render great assistance to the present volun- 
tary prepayment plans by purchasing insurance from such plans as meet proper 
standards in lieu of the direct provision of medical services. Such classes would 
include veterans, dependents of military personnel, merchant mariners, Indians, 
ete. Such a practice would place the care of these people in the hands of their 
own personal physicians, would permit the Government to get out of the hos- 
pital business to a great extent, and would greatly improve the facilities avail- 
able for all the population. 

5. Federal loans to prepayment plans.—Loans, repayable with interest, should 
he made by the Federal Government to prepayment plans in order (1) to permit 
new plans to be organized where none exist ; (2) to permit presently existing plans 
to expand to meet the present needs; and (3) to permit improvement in the 
services rendered. 

6. Federal loans to groups and clinics —Many groups and clinics would be 
organized and would be willing and able to give comprehensive medical care to 
groups of patients on a prepaid basis if they had funds to build a proper physical 
plant and other facilities. Loans on an FHA basis should be made to such groups 
as show their willingness and ability to furnish such a service. This money 
would all be returned with interest and the building of such facilities would have 
a salutary effect upon the national economy. 


SUMMARY 


There is strong public demand for prepaid health care. The present plans 
need study, improvement, and standardization. The Federal Government can 
aid by establishing a Federal prepayment bureau, by reinsurance of voluntary 
plans, by aiding the poor to purchase such coverage, by utilizing such coverage 
for its own beneficiaries, by loans to present and projected plans, and by loans 
to groups for the provision of physical facilities for furnishing prepaid medical 
care. 


LEE PLAN For PREPAID Mepricar Care 
PREAMBLE 


I believe that for the vast majority of people and for most doctors a system of 
voluntary prepayment for medical care is preferable to our present system of 
fees for services rendered. I believe that the care to be rendered should be com- 
prehensive care. By comprehensive care I mean coverage for all medical services 
including preventive but excluding those services already accepted as State re- 
sponsibilities such as mental disease, long-term tuberculosis, industrial accidents, 
military medicine, and for veterans with service-connected disability. I believe 
such prepayment plans should be regional in character and should not attempt 
to cover a large unhomogeneous area. I believe that whenever possible the 
arrangement should be made directly between the patient and the doctor or 
group of doctors who renders the service without the intervention of any third 
party. I believe that the arrangement should be on a capitation basis. I believe 
that the patient should have the right to choose his physician and that the 
choice of a group instead of an individual is also recognized as the exercise of 
this free choice. I believe that any doctor or group of doctors should be free 
to offer to their patients any form of payment plan which is acceptable to the 
two parties involved and which does not violate laws covering such agreements. 
I do not believe that membership in a medical society should be denied to any 
individual doctor solely because he is associated with any legal prepayment plan. 
I believe that plans for prepayment of medical care should be initiated by the 
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doeters themselves and that doctors should be encouraged to develop plans of 
varying types. 
THE HEALTH REGION 


For purposes of administering prepayment medical plans, and for all other 
health activities as well as the State should be divided into health regions 
each of which represents an area which has a common-health situation. (Analogy 
school districts, irrigation districts, port authorities, bridge districts, etc.) 
Each region should have a health council with lay and professional representa- 
tion which first should act as a broker for the purchase of proper prepayment 
coverage but which ultimately should interest itself in everything which con 
cerns the health of the region. Any prepayment plan should be operative in the 
region only. The person who becomes ill should be covered for emergency care 
by proper indemnification insurance. The limitation to a region insures proper 
sense of responsibility between doctor and patient, simplifies policing and 
encourages good local practice. A proper community is not penalized by asso 
ciation with a remote area where practices are imperfect. 


THE WORKINGS OF THE PREPAID PLAN 


Under the plan I propose the health concil would receive from any group or 
individual the agreed-upon premium and would act as the custodian of this fund. 
It would ascertain the physician or the group which the individual patient 
desired as his physician. If the patient chose a group which had suflicient 
qualified personnel to make comprehensive care possible, the health council 
would turn over to this group the total premiums (less minimal administrative 
expense) for the group to divide as it sees fit. If the patient chose a doctor 
unafliliated with any group, the premiums would be placed in a fund against 
which this doctor and any other specialist the patient might need to consult 
could place a bill according to a fee schedule agreed upon by the local doctors 
themselves. In this way fee-schedule type of coverage and capitation type 
could exist side by side. The patient would receive the care he needed. The 
doctors would be fairly remunerated. 


THE PLACE OF THE UNION 


Unions which have health and welfare funds could negotiate with the health 
council to get the best coverage possible for the funds they had available. In 
case the funds were insufficient to purchase comprehensive care, various forms 
of deductible coverage could be arranged by the health council to fit the funds 
available. 

THE PLACE OF THE MEDICAL SCHOOL 


A small amount (25 cents per month?) could be added to the premium to be 
turned over to the local medical school which might serve several regions. In 
return for this premium, the medical school would undertake to furnish free 
consultation including operations, etc., to any physician in the system whv 
requested it. In this way esoterics, unusual, very difficult procedures (lig 
surgery, heart surgery, brain surgery) could be done by the staff of the medical 
school. The premiums received by the medical school would largely defray the 
cost of medical education. The liaison of the medical school with the practi- 
tioner would raise the standards of medical care. 


HOSPITALIZATION 


Would be provided by a standard Blue Cross policy. In time the health coun- 
cils might own and operate their own hospitals. The health councils in the 
beginning would buy hospitalization for their clients under the best terms they 
could get. 


OUT-OF-REGION COVERAGE 


Would be provided by one of the very inexpensive indemnification policies 
presently offered. (Independence Insurance Co. of Los Angeles.) 


ROLE OF MEDICAL SOCIETY 


They could act if they desired as custodian of the funds to be distributed to the 
nongroup affiliated physicians. They could act as the guardian of professional 
standards in this plan. 
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RESUME 


This plan gives what the customer wants: comprehensive care. It is coi- 
sistent with medical ethics and State laws. If the premiums (as they should 
be) are large enough and if the physicians (as they should) deal fairly with 
the plan, the doctor could prosper under it, the medical schools will be rescued 
from their dilemma, and the standards of medical care will be greatly raised. 


PROPOSED PLAN FOR PREPAID MeEpIcAL Care oF LABOR Groups IN Los ANGELES 


The most important development in recent years in the field of prepaid medical- 
care plans is the increased interest in such plans on the part of organized labor. 
Hardly a labor contract is written today which does not contain some health 
and welfare provision. The number of people involved when one considers 
dependents as well as the actual union members is very large. In the past a 
good many plans have been tried. None have yet proven wholly satisfactory to 
either the unions receiving the service nor to the doctors who furnish it. A 
great deal of the money has apparently been wasted and the situations call for 
a new approach which takes cognizance of the various interests involved and the 
mistakes of the past. 

Generally speaking, the workingman desires for himself and perhups even 
more for his family the assurance that when the need comes he will have access, 
under financial conditions which he can afford, to medical and hospital care of 
the highest quality. In general he wants comprehensive care, i. e., coverage for 
all or practically all of the hazards and provision for preventive and diagnostic 
services as well. He wants to be sure that when he has paid his premium that 
will be all, or substantially all, of the money he will be called upon to furnish 
for medical care. In the first place he wants quality; in the second, financial 
security against the hazards of illness. 

Organized medicine on the other hand has certain strongly held convictious 
on this matter and certain criteria which it insists must be met. In the first 
place it insists that the physician shall not be under the control of any outside 
authority whether that be a lay group, an institution, a labor body, or the Gov- 
ernment, particularly not the Government. It insists upon a free choice of 
physician, it frowns upon anything resembling a closed panel and indeed upon 
any panel arrangement whatsoever, it does not like groups of patients being 
delivered en masse to any particular plan. While officially tolerant to groups 
there is pretty widespread hostility on the part of many doctors and medical 
societies to the whole concept of group practice. In order to get truly first-class 
medical care, it is necessary to have the cooperation of the organized medical 
bodies. Therefore, in formulating a plan it is most important to get the approval 
of organized medicine. 

The following plan is proposed as one which seems to meet the needs of the 
insured upon one side and the stipulations of organized medicine upon the other 

It is proposed that these plans be established on a regional basis in order that 
the special conditions of each separate community may be met with local control 
and local responsibility. The first step would be the formation of a local 
or regional health council which should be a nonprofit foundation with a board 
of directors composed of men and women of unimpeachable integrity and with 
keen interest in the field. This body should act in the capacity of trustee for 
all funds in the area which are to be expended for prepaid medical and hospital 
services. It would be, in effect, the broker for the purchase, in behalf of the 
beneficiaries, of the best coverage available in the area. But in addition to this 
function of brokerage it would be charged with the task of developing new 
plans for prepayment of medical plans if no satisfactory ones are available. 
Groups, unions, employers, individuals, anyone desiring health coverage would 
turn the funds they had available for such services into the hezlth council which 
in turn would make the best deal possible in behalf of the clients. 

For the special problem of union welfare funds there is suggested an arrange- 
ment which might give the unions what they want in the form of comprehensive 
care and still meet the stipulations of the medical societies. This would involve 
the collection of a certain sum per month from each prospective beneficiary. 
From this sum the council would first purchase hospital insurance from pres- 
ently available Blue Cross plans or recommended insurance companies. (Or 
when the membership became large enough it might pay the hospital charges 
directly.) The hospitalization being provided for, it would then contract for 
comprehensive medical service to be furnished to its clients by groups of doctors 
already existing or formed for the purpose of furnishing such care, These 
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groups would be required to meet certain standards as to the number of special 
ists represented on their Staffs and the proper distribution of them, and would 
be limited in the number of patients they could take to the number they could 
properly care for. But for these clients who desired the services of a doctor 
who was not in a group and for these doctors who did not care to enter into 
group practice a special arrangement would be made. For every patient who 
chose a nongroup affiliated doctor to be bis medical adviser, the monthly fee 
would be deposited with a fund under the custody of the county medica} society. 
rhe participating doctors Ww ho rendered service would put in bills based upon 
an agreed-fee schedule to this fund and would be reimbursed as they are now 
on a fee-for-service basis, 7 

The same arrangement would be invoked when a patient who was signed up 
with a group chose a nongroup doctor for some special service. This doctor 
would bill the group for the agreed-upon fee in accordance with the schedule. 
If the aggregate of the bills presented to the county society fund exceeded the 
funds available they would be prorated as CPS has done under some circum 
stances. Special arrangements, not difficult to devise can be made for X-ray 
and laboratory services to the insured. In this way both (those who favor 
capitation group practice and those who prefer fee-for-service) could be accom 
modated. There is complete freedom of choice to the patient and no outside 
control of the physician. And the patients have the assurance of comprehensive 
coverage at an agreed-upon fee. 

An additional and a very important feature of this plan would be for the 
health council to contract with a medical school (or schools) to furnish overall 
consultation service to all the doctors who participate in the plan. For this 
service a fixed percentage of the premium would be paid to the medical school 
which in turn would make its staff available for such procedures as neurosurgery, 
heart surgery, etc., which might be beyond the competence of the individual group 
or doctor and would also make its staff available for any difficult or special 
problem which might arise. In this way the beneficiaries would be assured of 
medical care of the highest order, the standards of practice in the community 
could be raised and the medical school would have an assured income to meet 
iis deficits. This feature would add greatly to the attractiveness of the plan to 
the patients, 

It is not possible to say offhand what the cost of such services should be 
Quality should be stressed before cheapness. Most people would pay more for 
health coverage if they were assured of such quality. But some approximations 
can be made, The hospitalization should be about $1.25 per month per person 
The medical services might well be furnished for an average of $5 per month per 
person, The medical school should get $0.50 per month per person. The over 
head of such a plan should be very small indeed as there would be no commission, 
no sales expense, no reports to be filed, ete. Only a careful actuarial study could 
show just what the charges would be. The availability of union funds of course 
might limit the benefits which could be purchased, There are many adminis 
trative details to be worked out but no serious obstacles are likely to be 
encountered, ‘ 

The plan provides most of what is desired by all parties interested in prepaid 
medical care plans. 

Dr. Lee. I want to say this: L have been in the practice of medicine 
for 33 years now, beginning as a solo practitioner, so-called, going to 
Palo Alto and beginning the organization of a little group which 
began with 2 of us and then 3. And now we have about 60 doctoi 
In that group. 

I want to make it perfectly clear at the beginning that I am a de 
votee of group practice, and if there is any bias I certainly am biased 
in favor of group practice as a method of practicing medicine. 

I believe most firmly that it not only improves the quality but it 
is an economical way to practice, and it is a good thing for both the 
patient and the doctor. Se anything that I say will have to be inter 
preted in the light of the fact that I actually am a biased individual, 
my bias being in favor of group practice as a method of supplying 
medical care. 
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The Cuarrman. I wish there were more biased as you are in such a 
good cause. 

Dr. Ler. I am also biased, Mr. Chairman, in favor of prepayment 
for medical services. I am certain from my experience with the pub- 
lic, and my experience on the Truman Health Commission that that 
is what the public in general wants. 

Mr. Do.tiver. May I interject. a point at this point? When you say 
prepayment, do you mean prepayment by the patient or prepayment 
to the doctor before the illness occurs ? 

Dr. Ler. I mean prepayment by the patient for his medical and hos- 
pital bills. That method of supplying his hospital needs, I know, is 
what the public in general wants. 

The proof of that has been the experience of these various hospital- 
ization and medical care plans since 1938, There were about 2 million 
such policies in effect at that time, and now there is something like 
90 million people who have some kind of coverage. 

In our own experience we are constantly being requested by our 
patients to provide them with some system of prepayment, and we are 
in the process of trying to do just that in our own group. 

I would like to read, however, my first paragraph just to highlight 
it. I would say that the proper objectives of any project of this sort 
are threefold: 

First, to increase the supply of medical and hospital care where it is 
deficient ; and 

Second, to improve the quality of such care; and 

Third, to make such care accessible to all those who desire and need 
it. 

Now, there has been a great deal of discussion about No. 1, whether 
the supply of medical and hospital care is sufficient. I am quite sure 
it isnot. Ican demonstrate, and we demonstrated in our commission’s 
report andother places, that there is a great shortage of hospital facili- 
fies. 

My own personal opinion is that there is a great shortage of doctor 
supply and other paramedical personnel, meaning nurses, laboratory 
technicians, and so forth. 

So any project for prepayment presupposes, it seems to me, that 
there is some thought given to increasing the supply, the supply of 
people and the supply of facilities. That has to be taken into consider- 
ation. 

It is perfectly senseless to put a program for furnishing medical 
and hospital care into effect and not have people or the facilities to 
furnish that care. The supply has to be improved. 

That is not particularly the subject of the discussion before your 
committee, but it is something that has to be considered in making any 
such plans before you can serve. You have to have the pie. And the 
matter of how you cut it is not important if there is not any pie to cut. 

I believe that this matter of deficiency in supply has to have serious 
consideration in any step in our consideration of the whole problem. 

The CHatrman. On that matter, Doctor, you have just raised, if 
there is any additional opinion that you wish to express beyond that 
which you have already expressed, we will be glad to have you either 
give it to us now or put it in the record afterward. 

The fact is that we do have before this committee legislation that 
seeks to deal with that problem which you have just mentioned. 
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We have held hearings in the past on the question of providing 
additional facilities for medical education. There is a bill pending 
that will have to do with the purpose of increasing the number of 
nurses, by providing additional facilities for their training. 

While that may not be the subject of this immediate hearing, yet, as 
you say, it has a very direct relationship to it and the committee is 
interested in giving consideration to those matters that you have just 
mentioned. 

Dr. Lez. Thank you. I will go into that a little bit further, if we 
can have your indulgence. 

Take the matter of doctors alone, to start with that. There are 
something like 11,500 approved internships, that is, for the first year of 
hospital internship in this country, that the AMA itself has approved. 
There are many more who would like to have internships but have not 
been snpiored 

But 11,500 have been approved. There are only approximately 
7,000 graduates every year. So just beginning in the first year of in- 
ternship there is a 4,000 deficit. 

It goes right straight through. The deficiencies in public health, 
for instance, are perfectly appalling. The number of jobs that are 
awaiting for doctors in public health are great. They cannot get 
anybody to apply. 

I came in the airplane from San Francisco yesterday with a public 
health service man from Iran, and he was telling me of the difli- 
culties they are having in recruiting competent people for public 
health service jobs, 

The situation in the insane hospitals is a ghastly one. You will fre- 
quently see in hospitals for mentally ill people that they will have as 
many as 4,000 patients, and they will have perhaps 15 doctors to take 
care of those. 

Now, psychiatric care takes more time than any other type of medi- 
cal care. And in addition there is the other medical problems that 
occur, 

I think the case for deficiency in the supply of doctors can be made 
out very clearly, in spite of contrary statements that have been made 
that there are enough doctors. And it is a matter of distribution. 
The fundamental supply is not enough. 

I get it in a very direct way, and perhi ips I feel it more keenly. We 
try to get young doctors for service in our group. Well, we do insist 
on an exceedingly high quality, and they have to have their board 
certification before they come. But now in order to get competent 
young people to start, we have to start these men, young doctors who 
have not practiced before, we have to start them at $10,000 a year. If 
we do not go to that, or higher, we cannot get the men. 

It is simply a matter of supply and demand. It is just indicative 
that there is a shortage or we would not have to pay that much to 
get a young doctor, just beginning his medical career. 

I! am sure that something must be done on a governmental level 
to aid medical education. The medical schools are in a sad way as 
far as their finances are concerned. The private medical schools 
approximately half of the 78 schools are private—are in a sad way. 

According to our calculations, there is about a $40 million to $50 
million operating deficit for those private schools. That is, to bring 
them up to acceptable standards and to give the medical schools of 
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this country the kind of plant they should have, really modern plants, 
requires : at least $200 million, in my opinion. 

That is more money than is going to be available from philanthropy. 

The medical education fund sponsored by the AMA is a very laud- 
able thing, but in spite of the fact the AM A gives about half a million 
dollars a year, it is just a drop in the bucket as far as meeting the 
actual needs is concerned. 

I have been connected with the Stanford Medical School ever since 
I graduated, and we have a very serious problem, so serious that our 
medical school, which is one of the best in the country, may have 
actually to close. 

The State of California is spending something like $30 million 
to $70 million on one medical school. And that is more than the en- 
tire endowment of Stanford University. We have to support our- 
selves from private sources. 

I believe that there is no solution for the problem of medical 
education, except some sort of governmental aid; whether on a State 
level or national level, I cannot say. 

It would seem likely that it has to ke on a Federal level, however, 
and until we increase the medical school facilities we are not going 
to increase the supply of doctors, and until we increase the supply of 
doctors all of these prepaid plans are academic because you will not 
have the men to supply in many cases because the men simply do not 
exist. 

I am delighted that the matter is given serious consideration, and 
I see no alternative to some sort of Federal aid to medical education. 
And it is more true in the question of nursing. 

The shortage of nurses is a very serious matter. It has to be reme 
died in some way if the country is going to get the kind of care that 
this country deserves. 

My second objective is to improve the quality of such care. It must 
not be lost sight of. The arguments against various kinds of 
surance plans and prepaid plans, and so forth, are that they degrade 
the quality of care that you get, that you get second-class medical 
care as a result of that. 

I think any plan that is set up must bear in mind that it must give 
high-quality care if it is going to be successful. 

The third objective, to make such care accessible to all who desire 
and need it, is really the crux of the financial problem. There has 
developed something that is e little bit new in the last 30 years in 
medical care, and that is it is worthwhile having it now. 

Now, Henderson in 1910 made a statement that has been often 
quoted. And he said that if the random patient with the random 
disease made a random contact with a doctor, he had less than 50 
percent chance of profiting by the encounter 

That was really true in 1910, but it is not true any more. The facts 
of the matter are now that any group of people that gets good 
medical care is going to be healthier, and they are going to live longe Ns 
and their children are not going to die, and their women are not 
going to die in labor. And the difference between their chances of sur- 
vival in case of good medical care, poor medical care, is now clearly 
demonstrable. And that is a phenomenon of the last 30 or 40 years. 

Well, that fact is not lost on very large groups of the population, 
particularly of the labor groups. 
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L have talked many times with many labor leaders about this, and 
they say to me, “Doctor, our kids have a right to live just the same 
as rich people's kids, and we are entitled th at they will get the same 
high-quality care.” 

the demand for this care tor their wives and children is an insis 
tent demand, and Iam sure that it has to be met; it certainly is a fune 
tion of Government to take cognizance of that clear demand. These 
people want their people. and their families, to have access to this high 
quality care as well as anyone else. 

The doctors perhaps have oversold what they can do a little bit, 
and perhaps not. 

The progress, particularly in the last 15 years in medicine, has been 
just amazing. That is not lost on the public generally. They say, 

“If all of these good things are to be had, we are going to have them.” 

So this matter of accessibility of medical care for those who need 
it and desire it is an important thing. 

I believe that uccess to eood medical care can be proy ided in various 
ways, but it can best be provided under some form of prepayment and 
particularly under the guise ol group practice, 

Now, the group practice principle [ will maintain has the particular 
advantage of improving the quality of care. That is due to certai 
just plain human factors. 

A group such as ours, for instance, cannot afford to have a bum in 
the group, because if he 1s there he destroys our W hole reputation. \\ e 
have to scrutinize the personnel with great care before we take them 
and furthermore we have to keep close check of how they perform da 
by day. 

If a man seems to be deficient in certain respects, we either do not 
let him do that work or we immediately proceed to reeducate him 
and make a competent person out of him because the group cannot 
ifford to have a poor quality person in the organization and the refle 
tion upon the integrity and the reputation of the whole group depends 
upon that. 

\ doctor, practicing entirely alone and by himself, is not subjected 
to this kind of discipline that he gets when he is under the scrutin y; 
every day, of his colleagues in a group. Within a group we know 
exac ty what every man is doing and how he practices. And the mere 
tact that he knows his activities are going to be subjected to such 
scr utiny tends to keep the qu: lity up. He does not get careless because 
he knows his fellows know about it. 

The doctor completely alone, to use a slang expression, can get 
away with things because nobody knows whether the quality is high 
or not. 

That is an interesting sidelight on the practice of medicine. The 
patients do not know a good doctor from a poor one. In general 
that is true. The doctors do. The doctors know who the good 
doctors are. It makes something of a travesty of this free choice 
of physician which is dinned into our ears all of the time. 

Actually the free choice of physician to a certain extent is a myth, 
heeause most peoples’ method of choosing a physician is not based 
on freedom. It is based on expediency of one kind or po Tr. 

Also, the fact is that the patients have no real way of knowing 
who the good doctors are. You will see doctors that other doctors 
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know that are really not very outstanding people and yet they have 
tremendous practices, by virtue of social connections or of pleasant 
personality or ability of ‘salesmanship or something like that. 

That does not help a man ina group. Ina group the doctors know 
who is good and who is not, and it gives a chance for a doctor, who 
really is good but lacks these qualities of salesmanship, let us say, 
to have a chance to practice and to have a big practice because his 
colleagues know he is good; whereas if he has to depend upon his 
own ability to sell himself, he may fail. 

It is a human situation but one that you have to give some con- 
sideration to in that matter of freedom of choice. 

In this matter of quality 1n group practice, we went to this little 
Palo Alto town of about 6,000 people, which is now abeut 35,000, and 
we had the idea that we could bring this town the same type of medica! 
care they might get from a big university clinic. And we kept adding 
specialists of one kind or another to do that. 

That has had a very interesting effect upon the town, generally. 
We do not have any monopoly at all on the business, and I suppose 
we do 70 percent of the medical care of that town. But the quality 
of the doctors, outside our group, is also very high. It has to be to 
meet the kind of competition. It gives, now, the small town more 
specialists than all of the rest of the county put together. We have 
aaa 35,000 people in a county of about 200,000, and there are more 
specialists in that town than there are in the whole county in general. 

It is reflected in an interesting way. We were going over the 
figures the other day with one of the science writers, and that town 
has one of the lowest maternal mortality records in the whole world. 
And I think it has absolutely the lowest infant and childhood mor- 
tality record in the United States. 

We went over our figures for children deaths there, and almost no 
child in that town has died in the last 15 years, except through acci- 
dent or through cancer, including leucocythemia. It is a rare thing 
that a child dies of ordinary disease. We have not had any diph- 
theria for years, and most of the other infectious diseases have been 
wiped out. 

It is an example of the fact that quality and competency of the 
medical care will reflect itself statistically. And we can make a case 
of that kind for quality care based primarily on group-practice. 

Now, I do not want you to get the idea that this clinic of ours is 

responsible for that directly, because as I say we do not do all of the 
business in the town, but it has set a standard for the community. that 
the rest of the community has had to meet, and as a result the whole 
community has really supported medical care. 

I feel intensely about this matter of quality of care, and I do want 
to make the point emphatically that group practice contributes very 
markedly to quality, as well as accessibility of care. 

This matter of whether prepayment on group practice, and so forth, 
actually decreases the cost of medical care, the overall costs of medical 

care, I am really rather cold to. 

I do not believe the costs of medical care in this country, overall, 
are excessive. As a matter of fact, I think we should spend a whole 
lot mere for medical care than we do. I am not the least bit apolo- 
getic for the big incomes that doctors make. I have made a big in- 
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come all of my life, after a few very tough years in the beginning, and 
I have no apologies for that because I feel that I and my colleagues 
have made a service to the town that is equally important with the 
bankers and the lawyers and the promoters, and some other people 
that have made big incomes. 

Our contribution to the welfare of society, is great. There should 
not be any°apologies for doctors’ incomes. I think doctors, if any- 
body should drive Cadillacs, the doctors should drive Cadillacs; we 
have a lot of driving to do, 

So the matter of the overall costs is not so important. The country 
would be better off if we spent a hell of a lot more for our medical 
vare than we do. You can buy health. We showed in the commis- 
sion’s studies that the mortality, and the incidence of disease, and the 
morbidity depended upon your income. 

The poorer you are, the sicker you are going to be, the shorter you 
are going to live, and the more hospitalization you are going to re- 
quire. [t is a striking and dramatic example that health is a pur 
chasable commodity. You can purchase health; you can purchase 
life. 

The real problem is not to reduce the overall expenditures for health 
at all. It is to solve the matter of the distribution of the costs so 
everybody can have the accessibility. 

I quoted this figure of $300 million for medical schools. and $300 
million would give this country fine medical schools. We spend $200 
million for an aircraft carrier without thinking anything about it. 
And I think as between the two, the schools will do the country as 
much good. 


To move along with this: There is not any question at all that there 
is a tremendous public demand for some sort of insurance and = 


payment as a method of paying bills. I will say that the develop- 
ment of the last 12 years particularly has been a gratifying thing in 
the development of these various voluntary pr epayment plans. 

There is not any doubt either in my mind that, in general, the pub- 
lic is dissatisfied with the type of prepayment plans that they have 
presented. They want more for their money, and they want more 
comprehensive care. That is a phrase that you get all of the time, 
“comprehensive care.” 

Some people sneer at that and say, “You cannot give comprehensive 
care.” And they call it “pie in the es 

That is not true. I think that the time is coming now when this 
phrase “comprehensive care” is beginning to have a definite meaning 
of itsown. And it means that you are going to provide the patients 
with preventive examinations, with immunizations, with home calls, 
with office diagnostic work with their hospital and their surgery, and 
a new concept that has come up lately and getting more important 
with the rehabilitation of these people from the effects of their di- 
sease or injury. 

That is what is meant by “comprehensive care.” It is really com 
prehensive, and that is what the people want. 

These complaints that I get of the prepayment plans are largely 
because of what has been called the fine print, all of the exceptions 
that are not covered. The people want to get a package deal, if you 

vant to call it that. Actually, the most popular plans : are those that 
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are capitation, so-called. You pay so much per head, and for that you 
get it all. 

You get it all with certain deductions in some cases. 

Capitation has been fought quite strenously, and the AMA does 
not like capitation at all as a method of assessing for prepayment 
plans. 

There is no denying the fact that it is popular, however. The suc- 
cess of the Kaiser permanent system is based on a capitation plan, and 
the HIP in New York is another such plan. The customers like it 
whether the doctors do or not. 

Actually, if it is properly utilized and properly done, it does not 
result in any degradation of the quality of care. That is the argu- 
ment that is frequently used against it. 

You have a tremendous experience in the British Health Service 
based on capitation, and the so-called panel system, which is supposed 
to be so dreadful. 

Well, I do not like the British Health a and I would hate to 
see it imposed upon the United States; but the fact remains that it 
is very popular in Britain, and it is now also popular with the British 
doctors 

I participated, in December, in a meeting on administrative medi- 
cine down at Princeton, at which we had Sir Andrew Davidson, who 
is the head of the British Medical Service for Scotland, which is per- 
haps the best example of the British Medical Service. He gave us in 
great detail their experience. They have eliminated a good many of 
the defects, but the thing that struck me, and we quizzed him on this 
at length, is the reaction of the doctors to it. He said that the doctors 
would vote for it now 90 percent, if it were up to a doctor’s vote. 

The patients are for it almost 100 percent. Nobody in Britain, no 
politician would have the temerity to say he was going to abolish the 
British Health Service, that is for sure 

I think we can do far better here than they have done there. 

I repeat, I do not want any part of the British tvpe of health serv 
ice in this countrys but there is no reason why we should not learn 
some lessons from it. And the parts of it that are good and applicable 
to our purposes should be used rather than just going into it wholesale. 

The type of prepayment that I prefer is done by a group directly 
to a group of patients. It is a local peripheral type of coverage. 

I am a little suspicious of things that get too big. These compre 
hensive things that are supposed to cover the whole country, I do not 
think work. 

I was opposed to the National Insurance Act that was proposed by 
Mr. Truman because of the burdensome bureaucratic load that such 
» plan hastocarry. I think if these things are done on a strictly local 
basis, with a deal between a group of doctors, and it necessitates a 
group to do it properly and a group of patients across the table, you 
obviate most of the difficulties that come. 

It keeps the patient-doctor relationship intact, and it also produces 
local responsibility. If the group does not get good service, the 
patients quit that group and they go somewhere else; if the patients 
abuse the plan, the doctors tell them so and in that way disciplines 
the patients and keeps them in line as far’as abuse of the plans are 
concerned. That is based on a type of capitation. 
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In other words, in a vary oversimplified form, a group of physicians 
will undertake to say to its patients, “For so much a month, we will 
give vou comprehensive medical care.” 

Now, can it be done / 

I am sure it can be done. Perhaps it is necessary to go a little into 
detail as to how much this will cost. 

This is possible: If you have a well-organized group with labora 
tory facilities, X-ray departments, and physiother: ipy, and all of the 
auxiliary things that help you out. ne doctor can take care of 
between 750 and 1,000 people. That 1s not patients; that is insuréd 
people. 

In our experience, that is quite possib le: and that corresponds 
fairly closely to the experience that HIP has had too, L believe. 

Overall in the country there is about 1 doctor to 750 or 800 people, 
but a great many of those doctors are not actually engaged in the 
practice of medicine. I think that under a system as efficient as ours, 
we can plan on 1 doctor taking care of 1,000 insured people. 

Now, if you can work a system whereby each of those 1,000 people 
pays $3 a month, we had a family rate in 1 of our plans, but if they 
pay an average of 83 a month, you have $3,000 a month available for 
each doctor. 

Your expenses of such a thing are likely to be about 50 percent, and 
it still leaves $1,500 of net income for the doctor. That is pretty good 
income, and it is better than the doctors make in general, and it is com 
pared favorably with the income of other professional] classes in the 
country. 

In other words, financially, if you can assume that the patients can 
pay as much as $3 a month for their comprehensive medical care— 
this does not include hospitalization. If you utilize the mechanism 
of group practice you can work out a system whereby the patients will 
get comprehensive care and the doctors will do all right. 

We have just put a plan in operation, for instance, for the care of the 
faculty of Stanford, and all of the employees of Stanford, and we do 
this for $10.50 a month. 

If you are interested, Mr. Chairman, I could leave for the record a 
copy of that contract we have with the Stanford faculty as an exam 
ple of one rather small-scale type of prepayment plans. 

The Cuatrman. I think it should be made a part of the record at 
this point in your testimony. 

(The contract follows :) 

This plan was formulated and developed by the Stanford chapter of the Amer 
ican Association of University Professors, and it is the understanding of the 
Palo Alto Clinic group that any person enrolling under this plan does so volun 
tarily. Because it has never been the intention of the Palo Alto Clinic to monop 
olize medical services to the Stanford community, and because the clinic is in 
complete accord with the tenet of free choice to both patient and physician, the 
ciinic recognizes the right of any eligible employee of Stanford University to 
choose as his personal physician a doctor not a member of the clinic group. 
Further, the clinic encourages the Stanford chapter of the American Association 
of University Professors to explore with the doctor so selected the possibilities of 
working out a mutually satisfactory arrangement for comparable benefits at 
«comparable fees for prepaid medical care. 
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FAMILY Mepicat Care PLAN 


For such medical care as provided in this agreement, which I may require, 
in the event of an illness or injury, I select the doctors of the Palo Alto Clinic 
to be my personal physicians, and request Stanford University to submit to the 
Palo Alto Clinic my name and the names of the eligible family members listed 
in my application as persons eligible for care under this plan. I direct Stanford 
University to deduct from my salary or other compensation, and to pay to the 
Palo Alto Clinic in my behalf, the fees for such medical care at the rate of $5 
per month for myself, $2.50 per month for the first eligible family member, and 
$1 per month for each additional eligible family member up to but not in excess 
of 3. There shall be no additional charge for coverage of more than five eligible 
family members, including myself. I agree to pay the fees for, and to list in my 
application all eligible family members, unless they are entitled to care by the 
Student Health Service at Stanford. The extent of coverage and other provi- 
sions incorporated in this agreement following my signature are accepted by me 
as a part of the agreement. The Palo Alto Clinic, by accepting the monthly fee 
and the names submitted through Stanford University, accepts this agreement 
and agrees to furnish the medical care set forth in the agreement. 


~ (Date) oir : (Signature) 


COVERAGE 


1. As long as this agreement remains in effect, and the payments for coverage 
are made, the person signing this agreement and the eligible family members 
named in his application, shall be entitled to receive such medical and surgical 
care as his case may require in the judgment of the attending physician. 

2. Coverage shall include medical and surgical care in the physician’s office, 
clinic laboratories, the patient’s home, a hospital, or elsewhere, except that care 
required at a distance of more than 10 miles from the main Palo Alto Clinic 
building located at 300 Homer Avenue, Palo Alto, Calif., will be provided only 
if specifically agreed to by the attending physician. Patients may choose any 
of the physicians of the Palo Alto Clinic as their personal physician. In addition 
all the physician members of the Palo Alto Clinic’s professional staff are avail- 
able in their respective specialties to the person signing this agreement and his 
eligible family members for consultation and medical and surgical care, at the 
request of the patient’s personal physician. 

3. Coverage shall include X-ray, clinical laboratory tests, physical therapy, 
dietetic services, and other services at the clinic offices and laboratories when 
required and at the request of a physician of the Palo Alto Clinic. 

4. Medical care and service to the person signing this agreement and to eligible 
members of his family does not include: 

(a) Medical and surgical care for disability covered by the provisions of the 
Labor Code of the State of California relative to workmen’s compensa- 
tion ; 

(b) Care of cases involving service-connected disability for which the patient 
is entitled to care and treatment by a governmental agency; 

(c) Long-term care of cases involving mental illness, alcoholism or drug 
addiction ; 

(d) Long-term care of tuberculosis; 

(e) Hospitalization, sanitarium or rest home, ambulance service; 

(f) Drugs, medicines, oxygen, and blood or plasma for transfusions; 

(7) Apparatus such as crutches, artificial limbs, ete. ; 

(kh) Dental care; refractions, eyeglasses, cosmetic surgery, anesthesia when 
hospitalized: and services on well patients not authorized by the 
patient’s personal physician. 

5. Maternity care will be provided only where the patient has been enrolled 
under the plan for at least 10 months immediately prior to the expected date 
of normal delivery. 

6. Patients who receive care for injuries under the provisions of this agree- 
ment who subsequently enforce a claim against third persons, who might be 
liable for such injuries, shall upon collection of damages or the settlement of 
any claim, reimburse the clinic for the reasonable value of services rendered on 
said account. 

Nore.—This plan does not cover hospitalization. All persons signing this 
agreement should be members of Blue Cross or a similar hospitalization plan. 
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PERIOD OF COVERAGE AND TERMS OF PAYMENT 


1. Except for the initial signup period for this plan, for which special provi- 
sions have been made, applications for coverage must be received by the control- 
ler’s Office of Stanford University by November 20 and May 20 for coverage be- 
ginning December 1 and June 1 respectively. 

2. The amount deducted from the salary or other compensation of the person 
signing this agreement, and paid by Stanford University to the Palo Alto Clinic, 
shall constitute the prepayment of fees for all medical care covered by this 
agreement for the month following the period in which the deduction was made 

3. If the family status of the person signing this agreement changes during 
the course of this agreement, such additions or deletions to the family group 
must be reported to Stanford University by the 20th of each month for coverage 
beginning the 1st of the following month. 

4. Coverage under this plan may be terminated, modified or revised, and the 
schedule of fees may be revised, by notification in writing by the Palo Alto Clinic 
to the president of the Stanford chapter of the American Association of Univer- 
sity Professors as the duly appointed representative of those persons signing 
this agreement, with a copy of such notification to the controller's office, Stanford 
University, provided such notification is sent at least 60 days prior to the effective 
date of such termination, modification or revision. 

5. Coverage shall terminate upon the severance of employment by Stanford 
University of the person signing this agreement, unless such severance shall 
be by reason of a leave of absence approved by the university or by reason of 
normal retirement. Retired personnel not receiving a payment directly from the 
university may continue coverage or be covered initially by making arrangements 
tou pay 6 months’ fees in advance. Such fees shall be due semiannually on 
November 20 and May 20. For periods of coverage between the date of retire 
ment, or the initial signup and the next succeeding December 1 or May 1, the 
fees shall be paid in advance for the applicable number of months. If such fees 
are not received within a 15-day grace period from the date due, the coverage 
will automatically be terminated. 


ELIGIBILITY 


1. Any person who is regularly employed by Stanford University who is paid 
for three-fourths time or more (which in the case of nonfaculty members is 
considered to be at least 30 hours per week) is eligible to coverage for himself 
and the eligible members of his family; provided, however, he has been employed 
by Stanford University continuously for a 90-day period immediately prior to 
the effective date of coverage for which he is applying. 

2. Any person who has been retired under normal circumstances from em- 
ployment by Stanford University, and whose position prior to retirement would 
have made him eligiMe under paragraph 1 above, is eligible to coverage for him 
self and eligible members of his family. 

3. The widow of a faculty or staff member who was eligible at the time of 
death is eligible to coverage for herself and the eligible members of her family 
provided she has not remarried. 


DEFINITION OF ELIGIBLE FAMILY MEMBERS 


1. The husband or wife of the person signing this agreement shall be an 
eligible family member, whether or not dependent upon the signator, unless such 
relationship is terminated by divorce, or legal separation. 

2. Children and parents of the person signing this agreement and of the sig- 
nator’s husband or wife shall be eligible family members, regardless of age, 
but only if they qualify as dependents of the signator, or the husband or wife of 
the signator, for income tax purposes. 


Accepted by Palo Alto Clinic. 
iia OC PST rhe (For the clinic) — 
Dr. Ler. That is what we call the family medical care plan primarily 
for the Stanford faculty. 
We do that in this way: The first member of the family pays $5 a 
month, the second member pays $2.50 a month, for the next 3 they 
pay $1 a month apiece. 
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After that it is free. In other words, if you have 12 children it does 
not cost you any more than if you have 3. Perhaps we are giving 
undue encouragement to increasing the population that way, but it is 
very pleasing to the young instructor who finds himself with 7 chil- 
dren to find he can get his medical care just as cheaply as if he only 
had 2 or 3. 

The real point is that we think we are going to come out all right on 
that plan. At first our men looked down their noses at it, and they 
said, “We are going to get a terrible beating.” But we are doing all 
right. 

It will mean that each 1,000 of these people, we will have 1 doctor 
assigned, but I will make about $3,000 a month gross, and he will make 
about $1,500 a month net, and ordinarily that is pretty good income 
for him. 

That is an example of the sort of thing that I mean when I say pre- 
paid care between a group of doctors and a group of patients. 

Now, these things require tailoring to the groups, and that is why 
any wide national type of national health insurance breaks down. The 
same conditions that obtain in a paradistrict, like Palo Alto, might 
not apply to a relatively backward area, like Washington, D. C., for 
instance. 

We have a different set of conditions. 

Seriously, it applies to different types of population. 

For instance, the Stanford student body, we take care of the entire 
student body at Stanford, and we have done this for about 7 years, 
I guess now, for $9'a quarter. Their quarters are about 11 weeks, and 
sometimes they are 1114 weeks. 

The students are delighted with that. For $9 a quarter they get 
everything. No matter what happens to them medically, the univer- 
sity has a hospital insurance project for them, as well, but they get 
everything in the way of medical care for their $9 a quarter. 

That is much less than we could take care of in an ordinary cross 
section of the group, because these students belong to an age group of 
18 to25. They are strongly motivated to stay out of the doctors’ hands, 
and to stay out of the hospit: al and to get back to school as quickly as 
they can. And so they are a preferential group. 

For them we make a price that is a good deal lower than we could 
possibly make for the general population. And we do well. The doc- 
tors are taking care of student health service. Five of our men are 
assigned to that, and they have very satisfactory incomes from the 
student health service. And they are quite content with it. The stu- 
dents are content with that type of care. 

Older people and other groups require quite different treatment. 
Along that line we are doing a certain amount of social economic ex- 
perimentation, and we have undertaken to provide complete compre- 
hensive health care for a group of old people. These are all wards of 
the Masonic Lodge in California. They are residents of the so-called 
Dakota Home for Old People, and their age ranges from 65 to 101. 

We take care of their medical needs for $5 a month per member, 
and the Masons undertake to foot the hospital bill, the transportation 
bill to the hospital, the drugs, supplies, and also to maintain an in- 
firmary with the nurses. 

We have no part of that. Ours is only the provision of medical care. 
We did this purely as an experimental and charitable venture. We 
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said that we will take care of these old people for $5 a month and we 
all admitted we were going to take a terrible beating. 

Well, on paper we did take something of a beating. We had a 
4, 000 loss in the year on the operation. The loss was, however, just 

1 paper loss in this way: We figured that loss by adding up all of 
the services that were rendered these old people. Every time they 
had a prostatectomy, or a broken hip was nailed, we put down our 
regular fee for it, and on that basis our regular fees amounted 
$4,000 more than they paid us on the $5 a month basis. 

But on the other hand, because we were a group, it did not cost 
us a dime. We had the 3 a month from these old seman and it 
Was just extra. It worked out this way : 

The doctors who were operat Ing, and we were doing prostate oper 
ations, and it was no skin off their nose to do an extra prostate in 
the morning, an it took them an extra 40 minutes, and we did not 
have to have any new people, and it was absorbed in the general 
operation, and that is why the group practice made such a thing 
possible. It would not have been possible on any ordinary fee-for 
service insurance scheme. It would have broken down. 

By the mechanism of group practice, we are able to take care of 
these old people. 

I put it up to my board of directors last Friday, “Shall we drop 
the Dakota plan?” And they said “No.” 

Actually it did not cost us anything, and we had $5 a month, some 
thing like $2,000 a month income from it which is just extra. 

We have to send a doctor to the home every day for an hour, but 
we make him do it during lunchtime when the doctors ordinarily 
would not be working anyway. And so it did not cost us anything 
in time as far as that is concerned. That was the best time to see 
the patients over there. 

The point of all of that is that even for a special group like these 
old people that range from 65 to 101, vou can give them, by the vr 
zation of group practice, a direct prepayment between the two of 
you can give them a feasible medical care and it can be done on a a 
payment plan for a group that everybody says is impossible. 

I say our experience shows that you can take care of them. You 
have to have special conditions. You cannot have any salesmanship 
involved. We do not have anybody getting 20 percent for selling 
our policies. The Masons simply deposit to our account every month 
the $5 for each of their members of their home. We do not have to 
do any bookkeeping; we keep records for our own information of 
the work done, so that we will know our loss and so forth. 

ut that is the beauty of such a plan. There is no salesmanship, 
and there is no overhead. Therefore, there are none of those terrible 
repotts that you have to send into CPS or the insurance companies 
all of the time. 

And any doctor will tell you he would rather see 3 patients than 
fill out 1 of these forms that they call in. 

This direct type of service eliminates that. The point is that by 
utilizing direct service between a group, and even a special group 
like old people, this problem can be solved on that basis. 

What I advocate is that this thing should be regularized; that. it 
be done by areas, and largely done directly between groups of doc- 
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tors and groups of patients. If that grows, the large part of this 
problem will be solved. 

Parenthetically, one of these bills that I went over will do a tre- 
mendous amount to accomplish that purpose. The difficulty in getting 
an arrangement like ours going is a very real one with groups of 
young doc tors. 

We are doing all right, and we do not need any help from anybody. 
Our operation is soundly based, but it could not start now. 

We started ours in the lush days of the 1920’s when we had good 
taxes, but we all were able to save. We saved enough so that now we 
have a very substantial amount of property which we accunulated 
in those days. 

The group of young doctors now starting to form a group like our 
to build a building like we have and prov ide the expensive apparatus 
could not do it. The reason they could not is because they have not any 
money and they cannot possibly save enough to get enough equity in 
a building. 

The device such as has been suggested in these two bills I think would 
be a tremendous help, if a group undertakes to say, “We will furnish 
prepayment care on a group basis under certain conditions, and if you 
will do that the Government will loan you money.” 

If that were done, I am sure that there would be 500 such groups 
started within 6 months. I am constantly subjected to demands from 
groups of young doctors to come and talk to them and tell them how 
to get an operation started like that. I have not the money to loan 
them to make a start with. 

But I am satisfied that if that money were loaned, it would all come 
back because the operation of group practice, direct prepayment, is 
perfectly sound financially. And they would make money; they 
would pay it all back with interest. And it would have another very 
good effect upon the economy of the country in general if you would 
start a half-billion dollars worth of clinic, office, and facility building. 

Nothing is a better shot in the arm for the national economy than a 
big building program and in this you have got something that is a 
national asset when it is over. 

I feel satisfied that all of the money that would be put out in such 
a plan as is outlined in the bills 1050 and 1051 would be paid back with 
interest. 

I think the loss would be nothing at all under those plans, in connec- 
tion with commenting on that. 

The Cuarmman. Will you give the number of the bill? 

Dr. Ler. I want to comment particularly on H. R. 6950. And as I 
say I think it would serve an exceedingly useful purpose. 

The Cuarrman. By whom was that introduced ? 

Dr. Ler. That was introduced by Mr. Wolverton and referred to 
the Committee on Interstate and Foreign Commerce. 

Mr. Priest. If the chairman will yield a moment, Mr. O'Hara and 
I both asked whether it was that bill or not and he was not sure of 
the number. 

Dr. Ler. That was the bill introduced by Mr. Wolverton on Janu- 
ary 6,1954. There is a feature of that bill, section 11, National Health 
Services Facilities Council. 

Now, this is something of a digress from my main line of argument, 
but I think that that is an exceedingly important body to form, that 
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the Surgeon General, with the approval of the Secretary of Health, 
Education, and W elfare, shall establish a National Health Services 
Facilities Council to consist of 1 representative of the Department of 
Agriculture, designated by the Secretary of Agriculture, 1 representa- 
tive of the Department of Labor, to be designated by the Secretary of 
Labor, and in addition 12 members appointed without regard to the 
tivil service clause by the Surgeon General with the approval of the 
Secretary of Health, Education, and Welfare. 

The 12 appointed members shall be leaders in the field of medical 
economics, medical administration, or public affairs. And 3 of such 
12 shall be representi itives of operating nonprofit prepaid medical 
service plans, 3 shall be representative of bona fide national labor 
organizations, and 3 shall be members of the medical, dental, and 
nursing profession. 

The ‘only criticism I have of that is that there are not enough doc- 
tors on the Commission. 

You have medical, dental, and nursing; that means 1 doctor and 
1 dentist and 1 nurse. Actually the interest of the doctors in this is 
somewhat preeminent, and it is their lifeblood, really. 

Except for that, though, I think that that is an exceedingly impor 
tant body to be formed. 

The CuatrMan. If I may interrupt. 

I think that there is merit to the suggestion which you have just 
made, and there probably should be a larger representation of doctors. 

That bill was prepared with the thought in mind of creating dis- 
cussion and I am pleased indeed to have you give us the benefit of 
your opinion with respect to it. 

It is also very gratifying to me, if I may be permitted to say, to 
hear a member of the house of del egates of the AMA agreeable with 
what I have suggested. 

I am fearful that maybe they will not agree with everything that I 
have suggested in the last day or two. 

Dr. Ler. Well, I think you will find that the house of delegates is 
not entirely unreasonable. They are looking for solutions. I must 

say that I have been usually a minority in the house of delegates, and 
frequently a minority of one; but I am certain from my contact with 
them that they are making an earnest effort to solve this problem. 

I am certain that such suggestions that come from the President 
and this committee, and so forth, are going to have a good effect. I 
am sure they need to go a great deal further in the direction of con- 
sidering the public welfare than they do. 

I think by that they will also help themselves. As I say, I am a 
doctor, and I think this is a very good thing for the doctor. 

We are doing well with it, and if it is properly done, it will be a 
good thing for the doctors. 

My theory comes from my father, who tried to go out and convert 
the Mormons, and he did not do very well, but he had 8 children in 7 
years, 3 pairs of twins, and he said if he could not convert them, he 
was going to try to outnumber them. 

If I cannot convert the medical profession, I am making an effort 
to outnumber them in the future. 

I used up too much of your time, but I did want to comment on the 
importance of that Health Council, and also the importance of these 
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loans. The way I look at this situation overall, I summarized it in 
this statement that I left with you, that there is a strong public de- 
mand for prepaid medical care. That I am sure is true. 

The present plans need improvement and standardization. That 
is one of the principal functions of this National Health Facilities 
Council that Mr. Wolverton’s bill designates, 

There are a thousand plans in operation. Some of them are pretty 
good, and some of them are gyps. There needs to be some overall body 
that takes a look at these impersonally. 

If you hear Mr. Kaiser talking, his plans sound like a paradise and 
the complete answer. I think there are many good things about it, 
but it is not the complete answer. You may have heard the organized 
medical bodies are opposed to that, and I am opposed to it, too, but 
my policy is to let Kaiser come to Palo Alto because we can beat him, 
hands down, with our plan. That is the way to beat it—by something 
better. 

There needs to be somebody that will take a look at HIP in New 
York and take a look at Kaiser and take a look at our plans, and the 
various labor plans, and give us a really impartial evalution of them— 
one that is free from the bias of being a member of one plan or another. 

I would think that the research and statistical work that such a 
council, as you propose, to do, would just be invaluable. On the 
health commission where I served for a year, we did that but under 
conditions of great difficulty; and under a time pressure that was tre- 
mendous. But we found that there is really necessary a permanent 
body to study such things and present to the Congress and the Presi 
dent and the people a really dispassionate study of these health plans 
and point out the good features and the bad features; some of them 
are good and some of them are bad. 

I think the study and improvement and standardization is impor 
tant. And, certainly, if you propose to make financial assistance to 
any of these prepaid plans, you have to set up some sort of standards 
forthem. They must meet certain criteria or you cannot put up the 
money for them. That is certainly self-evident. 

If you want to help them, I think this reinsurance plan probably 
has a great deal of merit. It is a little beyond me and it gets into 
the field of insurance and acturial problems. And I cannot under- 
stand all Tread about it. However, I think that some plan that would 
permit these various associations to extend their cover age and be pro 
tected against loss, if they did—particularly for old people, and for 
other groups that are now considered uninsurable, might be done by 
this reinsurance and probably as a very good idea. 

The Cuairman. Dr. Lee, may I interrupt at that moment, because 
you said you were not too familiar with the plan of reinsurance. 

I have introduced a bill for that, and T would like to say that in 
just a word or two: The basis or the theory upon which the bill is 
based is not different from that which prevails in the FDIC, that 
supports, sustains, and has a general supervision over the banks of the 
country to the end that security is provided for the individuals who 
are depositors in that particular bank. 

So that this bill would have back of it the support of the Govern- 
ment for those organizations that provide this group insurance to in- 
dividuals, making certain that the individual gets what he is entitled 
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to get, and that the organization will maintain stabiliy and ability to 
carry on what it has promis sed to do. 

Now, I will be frank in saying that some have objected to that, and 
I doubt they will be able to understand the change of view that is 
coming to them in this field: but we are fearful that because of Gov 
ernment in insuring that each organization met certain standards and 
live up to°it, that it was similar to the nose of the camel being put 
under the tent to direct the course of medicine or the practice ot 
medicine. 

I think that is very farfetched from my standpoint, at least, but I 
did mention that so that you would know what snadibek if any, 
there is to it. 

It has been on that basis so far as I have been able to learn. 

Dr. Ler. I think it is a good thing, the principle. And if it will 
have the result of widening the coverage that these associations do, and 
I think it will, I think that is a necessary thing if we are going to 
really bring this thing to the people as it should be done. 

The attempt to set out in too great a detail the conditions that are 
written in 6949, I think should be deferred until this Health Resources 
Council studies the matter. That should be the expert body to make 
conditions. I have read the bill carefully, and those are the only 
tangible objections I have, on basis of too much particularization. 

The CHarrmMan. IT hope you will give further thought to it and feel 
free to make suggestions that would improve the bill. 

Dr. Ler. Now, if the Government wants to help this reinsurance 
program, the loans to plans that are about to be projected are 
Important. 

HIP was started by a loan from the Rockefeller Foundation, and a 
lot more need a little purple printing money to get started. 

Particularly is this true of loans for the building of facilities. to 
groups who want to do this, would stimulate the formation of these 
groups instantly and would not cost the Government anything, | 
am sure. 

I am sure that mone y would all come back. 

There are two other things that are not covered in any bills that I 
know of, that are important in my opinion. One is to authorize the 
various agencies of the Federal Government to buy prepaid insur 
ance for its beneficiaries. I would like to see the veterans largely 
covered by giving them prepaid insurance. 

Give a veteran a card and let him go to his own doctor, in any 
area where there is a proper prepaid plan, and get his care from his 
own doctor, in his own hospital, instead of extending the Veterans’ 
sureau facilities indefinitely. It does not mean that what has bee? 
spent on the veterans hospitals will be wasted, those are all rong to 
be needed in the due course of time and not too long for senile and 
psychotic veterans. 

sut if the Government were authorized to buy proper prepayment 
for the veterans, if proper prepayment were available, I think it is a 
step in the proper direction and would give the veterans better care 
and would be good for the doctors and would make the local hosiptals 
better. 

So each community would benefit by that. 

I think in the same basis the care of the indigents at the present 
time is done in various ways, but largely it is through the mechanism 





1554 HEALTH INQUIRY 


of a county hospit: al which is run by the county, and frequently not 
very well. The indigents go through and get free care. If the 
counties would do a social-service survey and then b uy prepayment for 
their indigents, and let the indigents like anybody else go to their 
own doctor and go to the privat » hospital but paid for by prepayment, 
it would probably cost the county less tian it does now in an attempt 
to furnish the services directly. 

We have to take care of the indigents. Then I think there is that 
other group that we talked so much about, can the people pay $15 
a month per family for care. Maybe some of them cannot. 

I think some consideration should be given to a mechanism whereby 
for people of certain incomes they get their premiums at a lesser cost, 
and some governmental agency picks up the difference. I do not know 
whether it should be a county or State or Federal Government, but 
that is for you to decide. I think the matter of aid to people in pay- 
ing their premiums should help. 

Summarizing it, I think it ought to be done by prepayment between 
groups and groups of patients, and I think the Government can help 
by loaning money to start these plans. 

For the physical facilities, I think the Health Facilities Council is 
a very fine project. 

I would be glad to answer any questions if anybody wants to ask 
me. 

The Crarrman. I want to express, Doctor, on behalf of the commit- 
tee, and it will be necessary for me to leave very shortly, we are-very 
grateful for your presence here today. 

As I have listened intently to your statement, I am inclined to be- 
lieve, without any disparagement to the others, that I might say it is 
one of the most important statements that we have had on his subject. 

It is based upon your experience. You speak with conviction based 
upon experience. Undoubtedly you have given the matter very care- 
ful, personal, and individual thought, and T have no doubt whatsoever 
that the conclusions you and your colleagues came to in the report of 
the President’s Commission were well founded and did not deserve 
what I think was a very unfair criticism by the AMA. 

I am hopeful, without belaboring that point too much, that the light 
will dawn on those who criticize, I hope the association itself will be 
able to assume leadership in assisting this committee in providing a 
proper method of health insurance or a health program, to the end 
that this legislative committee and the Congress, working with the 
doctors who have individually and as groups rendered such marvelous 
and outstanding service, may provide a proper program. We are 
working together on something that will have such merit that its 
benefits will be immediately recognized, and will gain that support in 
the Congress and among the practicing physicians so it will produce 
the results we all feel so necessary to be attained. 

I want to say that so far as you are concerned, you have rendered 
a much greater contribution by your testimony here today than you 
can personally realize. 

Dr. Ler. Thank you very much. 

The Cuamman. We are grateful to you for it. 

Are there any questions, gentlemen ? 

Mr. O’Hara. Dr. Lee, I was not able to be present for which I 
apologize, when you began your testimony. I fis ve looked through 
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your statement. I would like to ask you a few questions as to facts 
which I should like to have for my own information. 

How many doctors are associated with you in your clinical opera 
tions? 

Dr. Ler. We have 60 now, Mr. O'Hara. We have a few others who 
work part time with us and for us, but we have 60 that are actively in 
the organizations. 

Mr. O'Hara. Has your organization been quite large over the years, 
or has it developed in recent years to that number ? 

Dr. Lee. It began in 1924 with 2 of us, and in 1925 there were 4 of 
us, and it grew to 10 or 11 when the war broke out. Many of us went 
away to war, and things got disrupted for 4 years, and after the war it 
grew very rapidly, and we add now about 6 doctors a year under our 
present program. It has had its great growth since 1945. 

Mr. O'Hara. Now, Doctor, your testimony has been directed to the 
effectiveness of the plan which you obviously intend only to deal with 
the subject of the clinic or the medical services rendered by the clinic 
to the public. 

It is my understanding that you presume and assume that the burden 
of hospital care would have to be carried by some other means, such as 
the Blue Cross or some of the others which you have discussed in your 
testimony and in your presentation of your statement. 

Would it not be possible in the consideration of this for an overall 
plan which would cover not only services rendered by the doctor but 
also such services as would be necessary for hospitalization of the 
patient, or do you feel that in the consideration of this problem there 
should be a prepayment for the medical service rendered by the doctors 
and a separate consideration of a plan dealing with the hospitalization 
of the patient ¢ 

Dr. Ler. I think the two should be separate. The hospital problem 
is a very serious one. Hospital bills are sometimes staggering and 
hurt the patient seriously, but, curiously enough, when proper hospital 
insurance plans are set up and properly administered it is a simple 
matter, and the problem is by way of being solved. 

The Blue Cross has done, in my opinion, in some places an excellent 
job, and Michigan is a conspicuous example, and the Philadelphia area 
is another one. Hospital charges are predictable. 

Now, there has been one bad thing in connection with these hospital 
insurance policies, combining them with surgical benefits, hospital and 
surgical put in the same package. That is, no benefits unless the pa- 
tient goes to the hospital. So the doctors’ tendency, being human, is 
to send them to the hospital because that is where he gets paid for his 
services, and also there is a certain incentive, I will say very seldom 
yielded to, but certainly an incentive to operate on people unneces- 
sarily, because that is when they get their bills paid. 

I think the two should be separated for that and for some other rea- 
sons, and it is apparent that you should not set up a plan that puts a 
premium on hospitalizing patients. As a result of some of these Blue 
Cross plans patients have been overhospitalized, and it has done an 
unnecessary amount of hospitalization and has put a burden there that 
should not be. It is to the doctor’s interest to hospitalize the patient 
because that is where he gets his bill paid. 
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That should not exist, and those plans have been bad, and in some 

vases actually have resulted in unnecessary hospitalization. I think 
the problems are essentially different-and should be carefully split. 

I think that the problem of providing for hospitalization insurance 
is relatively easy, and if the hospitals are not overutilized, it can be 
done fairly economically, too. Our Stanford experience with that 
has been that when we took over the 8.500 Stanford students, the 
president of the university came to me and said, “What about hos- 
pitalization” and I advised him not to buy any of the Blue Cross 
or other hospital-insurance plans. I said, “Put aside the money that 
you would have to pay for these students for hospitalization plans 
in a fund of your own, and we will play ball with you and we will 
not overhospitalize these students, and you can self-insure.” 

They did that, and they are $400,000 ahead at the end of 7 years 
in this fund that they would have spent for hospital insurance. It 
is because it was to our interest to play ball with them, too, and make 
the plan successful. 

The syste) should be set up in such a way that there is an incentive 
not to overutilize the hospital. A great deal of care can be done at 
home. It is easier to do it in a hospit: al, to be sure, but the cost is 
$22 a day in the hospital; with penicillin and various things you can 
keep patients at home, and it is a little more work for the doctor to 
go around and see them on a house-call basis, but overall it is much 
more economical, and they should be set up. So the incentive is not 
for overhospitalization. 

Our experience at the Stanford University is an illuminating one 
to show the students have never had any complaints about bad care, 
but we have kept the hospital bill well below the premium rates of 
the going Blue Cross and other hospital insurance that is available in 
California. 

Mr. O’Hara. Doctor, the point that Iam making is that while you 
separate the two factors that do enter into it, namely, the medical 
cost to the patient, which is one thing, and the hospital cost to the 
paient, which is another thing, actually what the patient is confronted 
with and what the public is confronted with is the overall problem 
of dealing with both. 

I am frank to say to you, in some of my observations, oftentimes 
the cost of hospitalization is a great deal more in cost, very much 
higher cost than the medical care. I presume that when you take the 
Stanford example, you are dealing with a completely different group 
of people than you would ordinarily be dealing with. That is, they 
are young, and they are healthy, and they want to stay out of the 
hospital, whereas you take in the ordinary cross section of a group 
of people, you would have certain people who would have to be hos- 
pitalized, and you could not get away from it. So that you do have 
from the viewpoint with which this committee is concerned, the one 
package proposition of both medical and hospital care. 

Dr. Ler. Mr. Congressman, there is another factor in this whith 
is to the credit of the doctor; the patients have to pay their hospival 
bill, and it has to be paid in money. The doctors will always take 
care of them for nothing if they have to, and they do, regularly. 
If a patient can go to the hospital and pay his hospital bill and that 
is all, the doctor, 95 percent will say, “O. K., I will operate on you. 
If you can pay your hospital bill, pay me later if you can.” 
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So the medical bill is not as urgent a bill as the hospital bill, and in 
terms of damage to the patient’s financial status, the hospital bill, you 
are quite right, is likely to be the most damaging item, It is because 
to a considerable degree the doctor’s bill is deferrable just by custom 
and by the attitude that doctors have toward such matters. 

Mr. O'Hara. Most of the hospitals operate on a cash basis. 

Dr. Ler. Yes, they have to. 

Mr. O'Hara. And almost have to by reason of the terrific expenses 
which they have, is that not true? 

Dr. Ler. That is certainly true. But I think in planning a pro- 
gram, you must plan to cover the hospital costs without any question, 
but in setting them up, it is being kept separate. 

The hospit: il costs are primarily insurance, preparing against a 
catastrophe or a contingency. The doctor’s services are primarily 
prepayment for services that you know are going to be rendered, and 
it is like a retainer. You are going to use your doctor, and there is 
somewhat of a distinction between the two types of services to be 
rendered. That is why I say that hospital yields itself to insurance 
principles and the medical services should be some sort of a prepay- 
ment agreement between the patient and his doctor, preferably his 
group of doctors. 

Mr. O’Hara. Do you not find it true, Doctor, that generally speak- 
ing throughout the country, the doctors are associating themselves 
more and more together in partnerships, and I am speaking now of my 
own district, which is made up of generally speaking a rural district 
of small towns. It has been my own observation that the doctors have 
gotten together, sometimes all of the doctors in the community, and 
formed a clinic. They provide themselves with their own clinical 
building. The small town usually provides a municipal hospital for 
them. Gener: ally speaking, it is along the same plan which you have 
worked out in Palo Alto, is that not true? 

Dr. Ler. Yes, sir, that is growing. 

Mr. O’Hara. You find that growing more and more throughout the 
country. 

Dr. Lee. It is growing, yes. The principal deterrent is the lack of 
money to build the clinic or the physical plan to start with. There 
would be 500 of them start Reaunlvone if they had the money to build 
their plants. 

Mr. O'Hara. That is all. 

Mr. Douuiver. There are 1 or 2 features of your program, Doctor, 
that are not quite clear to me. 

You have described how you have the faculty of the university and 
the student bodies paying ina regular sum each month. Suppose there 
is somebody in the community of Palo Alto who is not a subscriber 
to your services, but is suddenly taken ill. Do you exclude him from 
your services’ Do you engage in the general practice as well as this 
prepaid practice? 

Dr. Ler. 85 percent of our income is derived from fee-for-service 
general practice. 

Mr. Dottiver. So that this prepaid service is a relatively minor 
thing, as far as your total income is concerned ? 


Dr. Ler. Yes, sir. 
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Mr. Dotutver. Now, in making a charge, let us say, for a house call 
on a member of the faculty, or perhaps an appendectomy, or delivery 
of a child, or something like that, do you make the same charge on 
your books to such service for a subse riber as you do for somebody 
who is not a subscriber ? 

Dr. Ler. Yes, but in the case of a subscriber, it is just a gesture for 
our own bookkeeping, to determine how much work we did, because 
the faculty man pays his $10.50 a month, and he never gets another 
bill. But for our own purposes, to determine what is the value of the 
services that we are giving this group of subscribers, we keep a record 
and we charge what we call our standard fees, the same amount for a 
house call or a delivery or operation that we would someone else. That 
is just a bookkeeping entry, but it has no significance as far as the sub- 
scriber is concerned. 

Mr. Dotuiver. If it is not revealing any trade secrets, and I would 
not want you to divulge anything of that kind, would you care to say 
whether this payment per month by the faculty, let us say, or by the 
Masonic Old Peoples Home or any of the groups which you have con- 
tracts with—do you derive a greater profit on the average from that 
than you do from your patients who are not members of. any group? 

Dr. Ler. We do much better on the fee-for-service patients. There 
are two reasons for that, though, that are special with us. One is we 
are contiguous to an exceedingly prosperous area, there are a great 
many w ealthy people, and we do a lot for them. The fees for those 
people are appreciably higher than average fees. 

Then also we have a great many patients come from outside our 
community, from remote areas, that come to our clinic, about half of 
our patients do not live in Palo Alto, and they come there for diag- 
nostic work and so forth. Generally those people are people of some 
means, or they could not afford the trip to come there, and the fees 
from them are substantially greater than they would be across the 
board. 

Those two features make that part of our operation more profitable 
than the other. 

Mr. Dortiver. You operate in the city of Palto Alto which is the 
seat of Stanford University, and as I remember Stanford is one of the 
great medical schools of the country; is it not? 

Dr. Ler. Yes, sir. 

Mr. Dotiiver. Does your clinic have any official connection with 
the medical] school ? 

Dr. Lex. The medical school is in San Francisco, 35 miles away. 
The first year is in Palto Alto, and we have only this connection: 
About two-thirds of us are professors in the medical school, and we 
teach on a $1-a-year basis, and we are called clinical professors. Clin- 
ical professor means you do as much teaching as the other professor, 
but you do not get paid for it. 

Mr. Dotutver. That is the only connection ? 

Dr. Ler. Well, we are interlocking in various other ways. I am 
on various medical school committees that determine medical school 
policy, and things of that kind. 

Mr. Dotttver. Asa member of the faculty, I assume. 

Dr. Ler. Yes, sir. 
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Mr. Dotuiver. But actually there is no financial connection between 
the medical school and your clinic. 

Dr. Ler. No. 

Mr. Dotiver. You do not have any promotional work for getting 
subscribers to your clinic, do you? I mean in the sense of advertising, 
wr anything of that kind ¢ 

Dr. Lee. No, we do no advertising, or any promotional work, al- 
though we are accused of it sometimes because the papers frequently 
have articles about us, and they sometimes say that that represents 
solicitation of patients. But we do no direct solicitation of patients 
whatsoever. As a matter of fact, in this Stanford plan, oe was 
brought to us by the faculty, and they said, “Will you do this for w*?” 
We did not go to them and say, “We have something to sell.” 

Mr. Doxtuiver. You have mentioned three groups there in Palo Alto, 
the Masonic Old Peoples Home, the faculty of the university, and the 
student body of the university. Do you have any other groups? 

Dr. Lez. No. We have no others at this moment. Several of the 
industries in the area have come to us for such service. We have been 
trying to get our county medical society approval before we go into 
those things, and we are doing a little job of county medical educa 

tion because in general the county medical society will not approve of 
anything that smacks of a closed panel. We cannot work it except as 
a closed panel, and we cannot take care of an industry and then let 
every other dotcor of the community in on it. It is just impossible, 
We are in the process of trying to iron out some formula for that. If 
that is ironed out, we will cover a number of other industries that 
have their applications in at the moment. 

We are not yet prepared to do it. Actually we did the Stanford 
faculty without the approval of our county medical society, but so far 
they have not sued us so we are getting along all right. 

Mr. Dotutver. That involves everybody on the Stanford faculty ¢ 

Dr. Lex. And also the employees of the university. 

Mr. Do.uiver. I presume that the financial arrangements are by 
means of reduction from their pay from the university payment office ? 

Dr. Lex. Yes, but not all. We stipulated that each individual 
faculty member and employee had to make his individual application 
for that, and it is not a package deal from the university. It is by 
payroll deduction, but at the moment I think we have something like 
60 percent that have joined it, but they are joining each month. 

Mr. Dottiver. It is not compulsory, then ¢ 

Dr. Ler. No. 

Mr. Dotuiver. I have one other point with respect to your plan. 
Suppose there is an individual living in the town of Palo Alto or in 
the immediate vicinity who is not a member of any of these groups 
with whom you have contracts, and he desires to get. this prepaid 
medical plan from you, and enlist the services of your clinic; can he 
do that as an individual? 

Dr. Ler. Not now. We hope, as I say, if we get the county medical 
society blessing, we will make it for individuals. I have a plan that 
will cost them a little more as individuals. 

Mr. Dottutver. Why is it that it costs more? 

Dr. Lex. Because you get adverse selection, and the first people that 
join are the sick ones who know they are going to need the care, and 
if you have a large group you do not run into adverse selection. 
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Mr. Dotuiver. You have the bookkeeping, also, I suppose, and you 
have the collections to make and that kind of thing. 

Dr. Ler. Yes. 

Mr. Dottiver. What would the differential be or do you anticipate 
that there will be a differential between these groups and an individ- 
ual, you might take in? 

Dr. Ler. If you could get enough individuals, and if we had 10,000 
individuals come as individuals, it would be just the same as with the 
group, except for the expense of collection. It is very easy for us 
to have payroll deduction or a thing of that sort. 

It is a matter of numbers. If you can get a spread and the break- 
down point in our area is between five and ten thousand, if we can 
get 10,000 people as individuals, I would not hesitate to cover them at 
all at the same rates we cover the groups, except additional rate for 
collection. 

Mr. Do.tiver. To change to another subject which you discussed in 
your statement, the aid for medical education. Did I understand you 
to say that the Stanford Medical School being a privately endowed 
school i + rather desperately in need of funds? 

Dr. Ler. Yes, sir. 

Mr. Do.tiver. The thought often occurs to us who are lay persons, 
who are not directly connected with the medical fraternity or the 
medical people in the country, that perhaps the medical tre: tment is 
getting so expensive, both as far as the treatment of a patient is con- 
cerned, and the education of the members of the healing art, that it 
is sort of pricing itself out of reach of the average person in the United 
States. 

Now, what is your comment on that observation ? 

Dr. Ler. Well, everything has gotten more expensive. Actually, 
I have a plan now that you have brought it up, I will throw it in, for 
the solution of this problem of the cost of medical education. I think 
medical schools should be integrated into these prepayment plans, 
like this: 

In an area where there are prepayment plans covering a substantial 
portion of the population, e: pit of those plans will make a deal with 
the local medical school and say, “For 25 cents a month added to the 
premium, the staff of the saetical sc ook will be available for free con- 
sultations to any subscriber.” 

In Los Angeles they have such a plan, and I would be glad to leave 
it as a part of the record, providing for about 1 million labor people, 
to give the medical schools an income of $250,000 a month. That is 
from the subscribers. The quid pro quo of that is that the faculty of 
the medical school where you have the fancy specialists, lung surgeons, 
and the brain surgeons and the big laboratories, will be at the disposal 
of these prepaid “pl: uns. The medical school can earn its way that 
way, and it is feasible. 

In addition to that, the medical school will have access to the selec- 
tive material because the difficult patients and the interesting ones will 
be referred to these top-level experts in the medical- school faculty. 
That is a possible plan that is under consideration in Los Angeles at 
the moment. In fact, Stanford Medical School is considering it, and is 
making some preliminary conversations with the two county medical 
societies for such an integration, whereby the medical school in return 
for something like 25 cents a month of the premium will undertake to 
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furnish from its staff of teachers expert consultation services. They 
can do that and still have enough time over for the teaching because 
actual furnishing of these services with a student at the doctor’s elbow 
is teaching. 

Mr. Dotttver. One of the puzzling things to me about this whole 
subject of public or Federal aid for medical schools is the attitude 
of the American Medical Association. That, of course, is now past 
as far as that feature is concerned, and we had it before our commit- 
tee 2 years ago. After some very extensive hearings nothing was done 
about the aid for medical schools. 

Mr. Hinsuaw. If the gentleman wishes to insert in the record 
plan, this might be done at this time. You have a statement concern- 
ing your plan that will be inserted in the record, without objection ¢ 

Dr. Ler. Yes, sir. 

(The statement referred to follows Dr. Lee’s prepared statement at 
the beginning of his testimony. ) 

Dr. Ler. May I comment on the AMA attitude toward medical 
education ¢ 

My understanding is that at the present time, the AMA will not 
oppose Federal aid for buildings and rehabilitation of old buildings, 
new construction. In other words, it is bricks-and-mortar money. 
They have been very worried about encroachment of Federal control, 
and they want any setup of Federal aid to medical schools conditioned 
on the fact that there will be no Federal interference with the admin- 
istration of the schools. I do not fear that myself, and I think it was 
a sad thing that the AMA opposition came about the Federal-aid bill 
2 years ago. 

The States, half of the State schools are supported by the States, 
and except for one State which I will not mention, there has been no 
political interference with the medical school in all of the other 
schools. I do not fear the Federal Government will encroach upon the 
administration of the medical schools if they aid them. The problem 
is so difficult now, I see no other “out” but I believe the official attitude 
of the AMA, and I cannot speak for them officially, is that there will 
be no opposition to money for construction and rehabilitation if there 
are no administrative controls attached to that. 

Mr. Dotuiver. Doctor, I just want to refer to one other subject quite 
briefly, and that is the subject of Federal aid for the building of clin- 
ical facilities, which I believe you suggested you favored. Like Mr. 
O’Hara, in my own district, it is a rural district, and most of the com- 
munities are relatively small. I have observed in recent years since 
the war that clinics in many of those towns have been built and are in 
operation, and so far as my superficial observation is concerned, they 
are doing a good job. 

Now, those must have been done locally or by some method outside 
of public aid or any public credit. 

Your own clinic was started in the same manner, and the Kaiser 
Permanente Plan has been without any public aid. Is it not con 
ceivable that if these loans are sound, as you say they are, that private 

capital might not well be interested in prov iding the financing? 

Dr. Lex. Yes, I am sure, and given time, it will happen just as it 
is happening in your area with private financing. In our own case, 
we had to adopt desperate expedients to get our first money, and I 
had all of my life insurance up and all of the collateral I had, and 
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finally I went out and borrowed personal loans from my friends to 
get the clinic built in the beginning. They told me since they just 
regarded that money as lost, but they got it all back. 

if you have a little primary financing, the banks are quite willing 

to loan you, but as cal know, a bank will not loan you the beginning 
money, and you have to have a 50 percent stake before they will talk 
to you. 

Now, in the position where we are now, we have no trouble in getting 
loans. We can borrow $1 million from the insurance companies if we 
want to right now. We have had negotiations for some new construc- 
tion under way, and it is the beginning that they need some help with. 

Such examples as you and Congressman O'Hara have seen certainly 
exist. There are a lot of clinics springing up all over California, but 
my point is that there will be a lot more and the facilities will be a 
lot better if they could get the primary financing. They come to me 
every day about advice as to how to get the primary financing. 

Mr. Dotxiver. I have one final comment. I am very greatly im- 
pressed, as the other members of the committee are, I am sure, by the 
fine work that you are doing in Palo Alto, but I must add this, that 
the situation which you have there, the community which you service, 
is not typical of the communities of the United States. Indeed, I 
doubt if we could pick out any typical community. The problems 
of Palo Alto, Calif., are not the same as Reno, Nev., nor Fort Dodge, 
Jowa, nor Syracuse, N. Y. Each community has its own particular 
type of prob lems. I am not at all sure that any pattern can be set 
up here in legislative enactment which can be sufficiently adaptable 
to meet the overall needs of the community. Do you care to comment 
on that ? 

Dr. Ler. I could not agree with you more. I am sure that these 
things should be regional, and each region should set up its plan 
adapted and tailored to that area. The problem of medical care in 
a rural area is very different from that in industrial Detroit. As you 
say, we have a very favorable area, a high-income, high-intelligence, 
and no poor- people area, and it is hardly equaled in the country and 
our experience cannot be transferred anywhere else, because of the 
different conditions. I think all of these plans should be essentially 
grassroots plans. They should be planned on a regional basis and the 
concept of the health region that has been introduced like school dis- 
tricts, and each of them solve its problem locally. That is without 
an attempt to do it on a countrywide basis, and I completely agree with 
you on that. 

Mr. Rogers. Doctor, I just want to ask you one or two questions. 
You made the statement that the British medical service had been 
approved by the doctors. 

Dr. Lee. I have only been in England twice. As to the amount of 
doctors in Britain who approve their plan, I have only been there 
twice, and I had very limited opportunity to observe it each time. 

However, on the Commission we got extensive reports from people 
that had examined it, and just rec ently I had this experience with 
Sir Andrew Davidson, the head of the Scottish service, and my state- 
ment was a quotation from him, in which he said 96 percent of the 
doctors were in favor of it now, if it came to a vote, and practically 
100 percent of the people would favor a continuation of the British 
health service. 
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Mr. Rocers. Just what is the British health service, and I want to 
know for my own information. 

Dr. Lee. The British health service is a Government-sponsored 
capitation type of medical care. Every doctor gets paid by a capita- 
tion system, depending upon how many patients choose him for their 
medical attendant. He gets a certain amount of money for each such 
patient. 

On top of that, there is a system of hospitals around which the 
specialists are grouped and the specialists get salaries for being at 
the service of each of these hospitals. In addition to that, they have a 
sort of an order of merit system whereby certain specialists who are 
always anonymous, and no one knows who they are, get special addi- 
tional compensation for outst anding services. That is an incentive 
for outstanding service, and that covers about a third of the specialists 
who are paid that way. 

But essentially the people get all of their medical service free. It 
is indirectly free, but they pay their taxes. They sign up with a doctor 
and the doctor is paid by the number of people that sign up with 
him, and there is a limitation on the total number that he may under- 
take to care for, and specialized services are provided by the regional 
hospitals where the specialists are located, and those specialists are at 
the service of any of these general practitioners who run the panels. 
That is in a word what it is. 

Mr. Rocers. You made the further statement that freedom of 
choice in selection of your doctor was a myth, and it was a mere mat- 
ter of expediency. Would you explain that ? 

Dr. Lee. I put an adverb in; I said frequently a myth. That is 
important. For instance, in most of the industrial-accident insurance, 
the industrial-accident patient has to go to the insurance doctor, and 
he has no choice. In the case of the veterans, the veteran goes to a 
veterans’ hospital and takes the staff of the veterans’ hospital, and 
there is no free choice of physician. There is no free choice of physi 
cian for all of the indigents, and they are cared for by the staff of 
the county hospitals. There is no free choice of physician for the 
mentally ill, and they go to the state hospitals in general, and take 
whoever they have. 

Even for the ordinary patient, his choice, his free choice of physi- 
cian is conditioned by a lot of other factors than just his knowledge 
of the physician’s competence, and so forth. 

Such plans as Kaiser, for instance, and HIP, he takes the doctors 
who belong to that group, and the same with the Ross-Loos group in 
Los Angeles, and they take the doctors who belong to that group. 
As a matter of actual practice, for a large proportion of our popula- 
tion, there is no free choice of physicians. ‘That is the point I wanted 
to make. 

Now, I wanted to add to that, I think as far as possible there should 
be, but I think that in the modern concept, free choice of physician 
should include the freedom to choose a group as well as an individual 
and that should be considered free choice of physician. That is a 
concept I am trying to get adopted by my own county medical society, 
a simple statement that by free choice of physician we mean choice of 
a group as well as of an individual. 
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Mr. Rogers. I have just one further question. Do you have any 
difficulty in getting sufficient numbers of doctors to associate them- 
selves with your organization or your group? 

Dr. Ler. Not the slightest. We pay very well, to be sure, but I 
have at least 200 applications for places in my clinic in my file. I 
am meeting a man today and one tomorrow morning here from the 
East who wanted to see me about positions in our place. 

Mr. Rogers. What would you say as to the remuneration and com- 
pensation of those associating themselves with you as compared with 
the doctor who does his own individual practice? 

Dr. Ler. Well, in general the studies of the Health Commission 
indicated that the beosans of doctors associated with groups was about 
a third higher, I believe that is the figure, than those independently 
practicing. In our case, I suspect the differential is a little bit greater 
than that, because we have a pretty favorable experience. I suspect 
that the average income of doctors in our group is at least twice that 
of the average doctor in independent practice. But some places that 
is not true. The very large incomes can never be made by a man in 
agroup. These surgeons that have tremendous incomes from tremen- 
dous practices, you cannot do that in a group because that is all merged 
in the group income. 

Mr. Rogers. I wonder what distribution you make of the profits 
of your group. After you have paid all your doctors and all, if you 
have a surplus, what disposition is made of that ? 

Dr. Ler. Well, you have hit on the most difficult problem in group 
practice. As old Abe Martin said, when the feller said it was not the 
money, it was the principle of the thing, why, it is the money. The 
divvy has wrecked more groups than any method. We have a rather 
unique method in that we ask each member of our group to put in 
what he thinks he ought to make that year, and then the executive 
committee that determines that tries to give him what he thinks he 
ought to make. If we are able to do that, we never have any com- 
plaints, and if we are not able to do it, some people suffer a little. 

We have a sliding scale, and we take in consideration the seniority of 
the man, his earning capacity, and his usefulness to the group. For 
instance, we have one man who has a very large contribution in terms 
of money to the group but it is because he appeals to a lot of very 
wealthy people. We have another fellow who takes care of a tremen- 
dous number of people in the lower income bracket. But his income 
in his practice for our group purposes is a great deal less than the man 
who takes care of this other group, and yet we pay the man who does 
the volume work more than we do the fancy practice fellow. 

So we add seniority, income-producing ability, and what we call 
contribution to the group. 

I am away a lot on junkets like this and they still do not dock my 
pay for it. It is a complicated question as to how to make the divvy, 
and no two clinics do it quite alike. You have to work it out for your 
own problem. 

Mr. Hesevron. That is a very interesting point, Doctor, because I 
have frequently heard it said that if anyone can beat a lawyer as an 
individualist, it is a physician. I would think that you would have a 
terrific difficulty in distribution of income there. 

To go back to your comments on Mr. Rogers’ question about the 
freedom of choice, have you any idea of how that divides itself per- 
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centagewise? How much of the population does have some real choice, 
and how much does not? 

Dr. Ler. It would be hard to say. In the case of mentally ill, only 5 
percent have any freedom of choice, and 95 percent have no freedom. 
In the case of industrial accidents, usually you have a choice, you can 
choose between 1 or 3 of a panel but you cannot ~— anybody, and 
it has to be 1 of those on the insurance panel. I do not believe it is 
possible to give you an overall figure, but I would say that fully 50 
percent of the medicine that is practiced ‘n the country today is prac- 
ticed without the patient having any choice as to who renders the 
service. 

Mr. Heseuron. As a result of the way we have been proceeding, 
which emphasizes the very progressive and useful work which has 
been done particularly in the Far West, it is suggested to me that 
there might be a factor which has not been discussed particularly in 
the Far West in particular has been the growing part of the country 
in large measure. The Far West has had an opportunity to build from 
the ground floor up, so to speak, whereas in the Northeast and perhaps 
to some degree in the Central West there has been quite a program 
already established. 

Also, in connection with the old-line insurance companies that have 
developed in the East, those factors may lend stability to the situation 
in the East and do not present problems in the West. Does that tie 
in with Mr. Dolliver’s questions, that you feel this has to be developed 
regionally because of the various factors that are different ? 

Dr. Ler. It certainly does. We have had that perfectly amazing 
deluge of people in California since the war, and it has thrown every- 
thing out of gear. Our hospitals were swamped, and the doctors have 
come in there by the thousands. 

Mr. Hesevron. I noticed in a chart presented to us and included in 
the hearings last October, when the voluntary health-insurance groups 
testified as to the coverage that was possible by States for the year 
ending 1952, that in the Northeast there were twenty-eight-odd million 
covered by hospital insurance and twenty-odd vailihen surgical and 
eleven-odd-million medical. 

In contrast to that, in the West, there was 10 million hospital, 
million surgical, and 5 million medical. There was about half of 
Northeast totals. Some of that may be a population factor. 

Are there any other significant factors that we should have in mind 
in connection with that spread of coverage between the areas ¢ 

Dr. Ler. You mean the geographical factors. 

Mr. Hesevron. Yes. 

Dr. Ler. Well, the East has had a somewhat longer experience with 
prepayment plans of various kinds, and I would say have gotten into 
them further. Their population is more stable and they have worked 
up to it. Half of our people have been in California less than 10 
years, and they have not had a chance to make a connection with one of 
these plans or another. There is a marked difference in the composi- 
tion and the income, and their attitudes. 

Now, California is getting to be exceedingsly conscious of prepay- 
ment. Asa matter of fact, we have been fora longtime. We have had 
there since 1934 the so-called CPS, California Physicians Service, 
which is a physicians sponsored prepayment plan, one of the earliest 
ones in the country. It is growing in California. 
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This whole matter of prepayment to be solved on a voluntary inde- 
pendent basis is the subject of tremendous ferment right now, and I 
think you will see some interesting things come out of California in 
the next year. 

Mr. Hesevron. How is that different from your plan? 

Dr. Lee. Intangible things like the Kaiser plan, and the growth of 
that plan has sh: iken the doctors tremendously in California. They 
said, “What are we going to do to stop Kaiser’s plan from growing” 
and they regard it as a menace. 

Well, it will have a salutary effect of stimulating them to produce 
something better, which I think we have done in our area, and we 
could do elsewhere too. 

Mr. Hesevron. I would like to have you before you close, describe 
the essential difference between the CPS and your plan. But for the 
moment I think that you did make some reference to the so-called 
Kaiser plan in the course of your statement. As I recall it, you said 
something to the effect that you could outdo them. 

You have now mentioned again the feeling of the physicians or some 
of the physicians anyway in California. I ‘wonder if you would care 
to point out or describe to us what are the reasons they express as being 
in opposition to the Kaiser plan. 

Dr. Ler. Well, I will take the first part of your question first, the 
CPS is called the California Physicians Service, and it was set up by ¢ 
er ant of money put up by the doctors of the State of California to a 
board of trustees which is independent of the State medical society, 
but a large representation of doctors connected with the State society. 

It undertook to provide medical services in return for a certain 
premium fee, and if you were a subscriber to CPS you could go to 
your own doctor and you had complete freedom of choice, and if he 
had subscribed to the CPS, and then after that you could go to doctors 
even if they did not belong to the CPS system, and get your medical 
sare, and the doctor would then submit a bill to the CPS board for 
payment. 

That bill would be in accordance with a fee schedule which had been 
promulgated by the California Physicians Service. Unfortunately, 
the total of the bills rendered were always greater than the amount of 
money available to pay the bills, so that the doctors had to accept a 
proportional discount from the official fee schedule. I think it got 
as low as 50 percent, and perhaps even a little lower at one time. Then 
the CPS had to increase the premiums somewhat and restrict the bene- 
fits and generally try to bring their schedule under control. 

There was some indication that one of the reasons for the failure to 
pay the full fee schedule was overutilization, that the patients de- 
manded more than they really needed, and also because the doctor 
yut in a fee for as many services as he should render and he was 
inclined to do a little more than he just absolutely had to for the 
necessities. As any rate, they have had a stormy time over there. 
They had that difficulty of bringing their cloth into sufficient size to 
make a suit to cover the fees. Ithada big growth for a while and then 
had a big loss in members, and they lost almost 1 million members 
in 1 year, , the year 1952-53, and now they are coming up again. 

Mr. Hesertton. You mean subscribers. How about doctors who 
were a part of it? 
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Dr. Ler. The doctors occasionally put on a rebellion against CPS, 
and they do not like it because they are not getting full services, and 
so forth, and it has had stormy times from both the patient and the 
doctors’ side but it has been a real effort to solve the thing. But it 
is essentially faulty, in my opinion, because it permits this fee for serv- 
ice feature. There is an incentive to the doctor to overcharge, and 
in fact the president of the Los Angeles Medical Society published an 
article which was a bombshell a year or so ago, indicating that there 
had been extensive chiseling by doctors on the CPS. ‘They made 
quite a scandal in southern California, and curiously the whole utili- 
zation of CPS dropped off several months after this came out. 

The feature of paying fees for services has the tendency to increase 
utilization beyond the point. 

Now, the Kaiser plan—— 

Mr. Hesevton. Would you permit me to ask you one question on 
that? Do you happen to know what the situation is as of now, with 
reference to the number of physicians and the number of members 
in the CPS? 

Dr. Ler. I cannot give it, but I will see that you get it. I have 
access to that information in a file which I do not have here. 

Mr. Youncer. Is it not true that practically all members of the 
California Medical Association are members of the CPS? 

Dr. Ler. Yes, sir. Not only that, but doctors who are not members 
of the CPS can still render services on exactly the same basis as to 
whether they are or not. 

Mr. Hesetron. That is widespread throughout California? 

Dr. Ler. That is right, and CPS accounts for a great share of our 
own business in the Palo Alto clinic, and the manager of the CPS says 
the biggest check they send out, they send out to us. We participate 
in it very extensively. 

Mr. Hesevton. Now, will you proceed with your comments about 
the Kaiser plan ? 

Dr. Ler. The Kaiser plan, called the Permanente plan, began in the 
shipyard days when Kaiser was engaged in building ships in Cali- 
fornia, and there was a great shortage of doctors. The war was on. 
In order to get medical care for the shipyard workers primarily, he set 
up the Permanente Foundation, so-called, and it began by hiring 
doctors on salaries to take care of the shipyard workers. That has 
developed into quite a complicated system of medical care, in which 
the doctors now are partnerships. The Kaiser Foundation owns and 
builds a series of hospitals, and the doctors are based on these hos- 
pitals, and practice from the Kaiser hospitals, and furnish medical 
care on essentially a apitation comprehensive basis. They have cer- 
tain deductions, however. The home calls the patient pays oe of, 
and there is a waiting period for obstetrics and they still pay $50 for 
obstetrics and various other features of that sort, so that in ge neral 
it is my belief from studying the Kaiser figures that the patient pays 
across the board about twice the indicated premiums for Kaiser. 

There are the other charges for extras which amount to about that 
much more. But it is a very popular thing, particularly with labor 
groups and with the public in general. At one time, I think still, most 
of the faculty of the University of California belong to the Kaiser 
plan. The feature of giving almost comprehensive care on a capita- 
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This whole matter of prepayment to be solved on a voluntary inde- 
pendent basis is the subject of tremendous ferment right now, and I 
think you will see some interesting things come out of California in 
the next year. 

Mr. Hesevron. How is that different from your plan? 

Dr. Ler. Intangible things like the Kaiser plan, and the growth of 
that plan has shaken the doctors tremendously in California. They 
said, “What are we going to do to stop Kaiser’s plan from growing” 
and they regard it as a menace. 

Well, it will have a salutary effect of stimulating them to produce 
something better, which I think we have done in our area, and we 
could do elsewhere too. 

Mr. Hesevron. I would like to have you before you close, describe 
the essential difference between the CPS and your plan. But for the 
moment I think that you did make some reference to the so-called 
Kaiser plan in the course of your statement. As I recall it, you said 
something to the effect that you could outdo them. 

You have now mentioned again the feeling of the physicians or some 
of the physicians anyway in California. I wonder if you would care 
to point out or describe to us what are the reasons they express as being 
in opposition to the Kaiser plan. 

Dr. Ler. Well, I will take the first part of your question first, the 
CPS is called the California Physicians Service, and it was set up by a 
grant of money put up by the doctors of the State of California to a 
board of trustees which is independent of the State medical society, 
but a large representation of doctors connected with the State society. 

It undertook to provide medical services in return for a certain 
premium fee, and if you were a subscriber to CPS you could go to 
your own doctor and you had complete freedom of choice, and if he 
had subscribed to the CPS, and then after that you could go to doctors 
even if they did not belong to the CPS system, and get your medical 
care, and the doctor would then submit a bill to the CPS board for 
payment. 

That bill would be in accordance with a fee schedule which had been 
promulgated by the California Physicians Service. Unfortunately, 
the total of the bills rendered were always greater than the amount of 
money available to pay the bills, so that the doctors had to accept a 
proportional discount from the official fee schedule. I think it got 
as low as 50 percent, and perhaps even a little lower at one time. Then 
the CPS had to increase the premiums somewhat and restrict the bene- 
fits and generally try to bring their schedule under control. 

There was some indication that one of the reasons for the failure to 
pay the full fee schedule was overutilization, that the patients de- 
manded more than they really needed, and also because the doctor 
put in a fee for as many services as he should render and he was 
inclined to do a little more than he just absolutely had to for the 
necessities. As any rate, they have had a stormy time over there. 
They had that difficulty of bringing their cloth into sufficient size to 
make a suit to cover the fees. It had a big growth for a while and then 
had a big loss in members, and they lost almost 1 million members 
in 1 year, the year 1952-53, and now they are coming up again. 

Mr. Heseiron. You mean subscribers. How about doctors who 
were a part of it? 
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Dr. Ler. The doctors occasionally put on a rebellion against CPS, 
and they do not like it because they are not getting full services, and 
so forth, and it has had stormy times from both the patient and the 
doctors’ side but it has been a real effort to solve the thing. But it 
is essentially faulty, in my opinion, because it permits this fee for serv- 
ice feature. There is an incentive to the doctor to overcharge, and 
in fact the president of the Los Angeles Medical Society published an 
article which was a bombshell a year or so ago, indicating that there 
had been extensive chiseling by doctors on the CPS. They made 
quite a scandal in southern California, and curiously the whole utili- 
zation of CPS dropped off several months after this came out. 

The feature of paying fees for services has the tendency to increase 
utilization beyond the point. 

Now, the Kaiser plan 

Mr. Hesevron. Would you permit me to ask you one question on 
that? Do you happen to know what the situation is as of now, with 
reference to the number of physicians and the number of members 
in the CPS? 

Dr. Ler. I cannot give it, but I will see that you get it. I have 
access to that information in a file which I do not have here. 

Mr. Youncer. Is it not true that practically all members of the 
California Medical Association are members of the CPS? 

Dr. Ler. Yes, sir. Not only that, but doctors who are not members 
of the CPS can still render services on exactly the same basis as to 
whether they are or not. 

Mr. Hesetron. That is widespread throughout California? 

Dr. Ler. That is right, and CPS accounts for a great share of our 
own business in the Palo Alto clinic, and the manager of the CPS says 
the biggest check they send out, they send out to us. We participate 
in it very extensively. 

Mr. Hesetton. Now, will you proceed with your comments about 
the Kaiser plan? 

Dr. Lez. The Kaiser plan, called the Permanente plan, began in the 
shipyard days when Malet was engaged in building ships in Cali- 
fornia, and there was a great shortage of doctors. The war was on. 
In order to get aabegd care for the shipyard workers primarily, he set. 
up the Permanente Foundation, so-called, and it began by hiring 
doctors on salaries to take care of the shipyard workers. That has 
developed into quite a complicated system of medical care, in which 
the doctors now are partnerships. ‘The Kaiser Foundation owns and 
builds a series of hospitals, and the doctors are based on these hos- 
pitals, and practice from the Kaiser hospitals, and furnish medical 
care on essentially a ec: ipitation comprehensive basis. They have cer- 
tain deductions, however. The home calls the patient pays part of, 
and there is a waiting period for obstetrics and they still pay $50 for 
obstetrics and various other features of that sort, so that in general 
it is my belief from studying the Kaiser figures that the patient pays 
across the board about twice the indicated premiums for Kaiser. 

There are the other charges for extras which amount to about that 
much more, But it is a very popular thing, particularly with labor 
groups and with the public in general. At one time, I think still, most 
of the faculty of the University of California belong to the Kaiser 
plan. The feature of giving almost comprehensive care on a capita- 
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tion basis is attractive. That is particularly to labor unions, and they 
have a considerable, I think probably most, over half of their sub- 
scribers are members of unions. 

It isgrowing. Kaiser is building a new hospital in San Francisco, 
and he just finished one in Los Angeles, and just finished one over at 
Walnut Creek. 

Mr. Hesevron. May I interrupt to say Mr. Kaiser testified and he 
had illustrations of those buildings. I must say that at least per- 
sonally I thought that some of the improvements in terms of the 
character of the buildings and the architectural features of the plans, 
were things that seemed to me to be of very great practical importance. 
I think it would apply to all people who were planning such things. 

Dr. Ler. We will take a little credit for it. The architect who de- 
signed the Palo Alto clinic designed the first Permanente hospital 
over in Oakland. He got his experience from us. They have done a 
fine job of hospital construction and apparently their plan is paying 
off. How much of it is hard to get really at the physical arrange- 
ments. I think that there are 4 corporations and if you include the 
doctors’ partnerships, perhaps 5 different factors involved in this, with 
their interlocking bookkeeping and it is very difficult to come by a 
clear fiscal picture of what the Kaiser operation is. I have got a good 
deal of material on it, but I still do not know just exactly what the 
true picture is from the fiscal point of view. I suppose it can be 
found out. 

Kaiser has had great difficulty in keeping his doctors. He has 
had a big turnover in doctors that have worked for Kaiser for a 
while, or the plan, and then go into private practice and that is 
still going on. That would seem to indicate that the doctors do 
not care for the system very much. 

In our operation, in 30 years, or not quite 30 years, we have had 
only 2 doctors quit, and 1 had to move to Seattle, and the other 
wanted to write books. The turnover in the Kaiser plan is a big 
turnover. My own feeling about it from the doctor’s point of view 
is that there is too much of the doctor’s income filtered out into 
these other perfectly worthy purposes, like building hospitals and 
so forth, but most of it comes out of the doctor’s poe ket. 

Of course, that happens elsewhere, and the Mayo Foundation has 
been entirely built out of the proceeds of the activities of their doctors. 
But the fact that they have difficulty in recruiting really top level 
people in the Kaiser organization, and that they have such a turn- 
over would indicate that there is some doctor dissatisfaction with it. 

I think eens are that there is a high degree of patient satis- 
faction with it, because it is growing, and they seem to acquire new 
groups of subscribers during the same period when the CPS was 
losing subscribers. The reason I say that we can do better is that 
all of the money the patients pay us goes to the doctors and it keeps 
the doctors happy and there is no cream skimmed off for anybody. 

Mr. Hesetron. Is there any marked resistance on the part of the 
physicians in private prac tice to the Kaiser plan ? 

Dr. Ler. Oh, yes. The Kaiser plan is under really vigorous at- 
tack by the State Medical bodies at all times. I heard the president 
at that time get up and make a speech in which he said that the worst 
problem for organized medicine in California was the Kaiser Per- 
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manente plan. ‘There are some county societies, I think, that will not 
let a member or anybody who works for Kaiser join them. That has 
been true of San Francisco County for all of the time, and used to 
be they could join over in Alameda, and now I think they are having 
difficulties getting into Alameda Society. If you work for Kaiser, 
you have a hard time getting in your county society. 

Mr. Hate. What is the basis of the op position. Is that because of 
the alleged solicitation or advertising or what is it? 

Dr. Ler. That is stated as one of the objections, that advertising 
is unethical practice. As a matter of fact, Mr. Congressman, I th 
it is a matter of this: 85 percent of the doctors are solo practitioners 
engaged in fee-for-service type of practice. The organization of any 
kind of a group, particularly a group that does prepayment, is a serious 
menace to the solo doctor practicing by himself. He has a hard time 
meeting such competition. It is a recognition of the fact that such 
movements as that constitute a serious menace to the solo practitioner 
who is, after all, the backbone of the American Medical Association 
atthe present time. That isa perfectly good reason for it. 

Mr. Harte. Why does not the opposition to the Kaiser Foundation 
extend to other group health plans? Why is there not equal opposi- 
tion to all group health insurance plans ? 

Dr. Ler. Well, it is based on that fear of the independent doctor 
that this is going to destroy his livelihood. We have had, and all 
groups have gone through, the period of very serious opposition from 
our county societies. When we put the Stanford health plan into 
operation for the Stanford student body, there was a resolution intro- 
duced in our county society that we would be barred from membership 
in the county society because of that, and it represents a real fear of 
such organizations encroaching upon the livelihood of the independent 
doctor. It is a real one because a properly organized group plus a 
prepayment plan makes awful tough competition for the independent. 

Mr. Hare. Is not what you call the fee-for-service-rendered type of 
doctor going to be put out of business by these plans if they are 
successful ? 

Dr. Ler. Yes, sir; he is. That is why he does not like it. 

Mr. Hare. And you contemplate that without any aversion; is that 
right ? 

Dr. Lex. I deplore the necessity of that, but my answer to that is 
that these people in the spirit of the times should themselves form 
groups, which is something everybody is doing. I think all medicine 
should be practiced, where » possible, by the mechanism of group prac- 
tice, because it is the only way you can get really specialized care and 
modern care to the people. | think the answer to that is to recognize 
that this is a new development of medicine and form these groups and 
meet it in that way. 

Mr. Hesevron. When Mr. Kaiser and the doctor who accompanied 
him here testified, there was some stress that the demand for group 
practice was coming largely from younger men, men who were coming 
out of the service. Do you find that there is a differentiation between 
the age groups? 

Dr. Ler. Yes, sir, there was a poll taken at the time of the demobili- 
zation at the end of World War II of the doctors. They asked the 
doctors what they wanted to do. Sixty percent of the young men 
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leaving the Army at that time said that they wanted to go into group 
practice. 

Mr. Hesevron. Is your staff predominantly a younger group? 

Dr. Lxz. Yes, it is. We have two age groups. We have the origi- 
nal old nine that started it, and we are all getting old and decrepit, 
and the rest of them are young men, and practically all of the rest of 
them are under 40 years of age. It is going to give them quite a 
problem when their retirement period comes because a lot of them are 
going to be eligible for retirement at about the same time. We are 
now correcting that by bringing in still younger ones, but we have a big 
section, that we took in about 20 at one time, but they are all younger 
people. 

Mr. Hesetron. I do not want to ask this question to embarrass you, 
and if you prefer not to answer it, it is all right, but do you find within 
the organization itself a division along age groups in the thinking 
and the decisions reached ? 

Dr. Lez. I could not answer that. I have no reluctance to answer it, 
simply because of lack of knowledge. I think old people are likely to 
be more conservative than younger ones, possibly, and the average age 
of the members of the house of delegates is fairly high. That is true 
of the AMA. You have to go through the chair before you get into 
the house of delegates, and it means that the members of the house of 
delegates are a fairly mature group of men in general. It is gradually 
getting a little younger, and there has been a reduction in the average 
age over the last 2 years. 

Mr. Hesetron. There is one other question I want to ask you. 

Dr. Ler. I want to say that about the AMA if I may. Their atti- 
tude to group practice is undergoing a very healthy modification in 
my opinion. The Mayo Clinic at one time was savagely opposed and 
we had breakfast this morning with a very distinguished member of 
the Mayo Clinic, and he was recalling the time he was under such 
fire, but now they are thoroughly respectable. They are making 
liaison between this Association of Medical Clinics, which is an or- 
ganization of groups, and they have set up a liaison with the council 
of medical service of the AMA on a very friendly and understanding 
basis on both sides, and I suspect that a good deal of the hostility 
toward groups may disappear as a result of that. We will work out 
some modus vivendi that we will get along with in the course of time. 
The trend is evident to everyone, and it is not going to be necessary 
to either cast us out, or do something like that. 

Mr. Hesexton. There is one final point I want you to discuss. In 
connection with what has been said by other members, I have seen in 
my own State the development of clinics and the development of 
public health in schools and county nursing and the various ap- 
proaches to a practical solution. Some of them have been privately 
financed but I think the bulk of them have been publicly financed with 
the cooperation of the State and county and local governments. I 
have observed in traveling around what seems to me to be rather 
modern clinics, and county clinics have been evolving. 

I think there is probably a very definite feeling, as you suggest, 
that there is a responsibility of the Federal Government, but I also 
think there is a very important challenge to the State, county, and 
local governments on a cooperative basis. I wonder if you have had 
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any experience in California with your own State or your local gov- 
ernments that they are willing to get into this thing and try to pro- 
duce a solution. 

Dr. Lee. We have had a curious situation in California. As you 
know, with Mr. Warren’s attitude, he came out for a State-sponsored 
insurance plan which was savagely attacked by the doctors of the 
State, the State medical society ‘and he was beaten largely by the ac- 
tion of the State society on his plans for State insurance. 

Mr. Hesetron. You mean the issue was beaten. He was not beaten. 

Dr. Ler. No, he seemed to do all right. That has been in a state 
of ferment; officially from the Governor there has been the attitude 
of encouragement of prepayment as a State policy. The legislature 
has never gone with him on that. Local areas are varied widely. 
Our own town, the city owns the local hospital and makes money on 
the operation of the hospital. So there are all kinds of experimenta- 
tions going on there. 

Mr. Bennett. I just have 1 or 2 questions that I want to ask in 
connection with your suggestion about Federal aid to medical groups. 
Do you envisage direct loans to doctor groups such as yours for the 
purpose of constructing clinical facilities, equipment, or do you en- 
visage Government grants / 

Dr. Lee. I do not believe there should be any free money at all to 
these private groups, and I think it should all be on a loan basis, so 
that private lenders would lend us the money. I am sure these groups 
can make their way and pay it all back, and it is a free-enterprise situ- 
ation, and they should be expected to pay it back. 

Mr. Bennett. If the Federal Government gets into the picture, 
suppose a loan is made to a private group, would you require then 
that this group of doctors provide a prepayment plan so that they 
would cover groups under certain conditions? 

Dr. Ler. I would prefer to see the loans made without that condi- 
tion. If they wanted to also add it, it would please me to add the 
imposition that you have to be in the prepaid aspect of it to get the 
loan. 

Mr. Bennett. If you did not have such a requirement, what good 
would that do the average citizen with respect to providing him with 
prepaid insurance? 

Dr. Lez. It would do him no good for the provision of prepaid in- 
surance. It would do him good in that the facilities of his town would 
be improved upon for ordinary medical care. 

Mr. Bennerr. It would not do anybody any good insofar as pro- 
viding prepaid insurance plans for a greater number of people than 
are now covered by such plans. 

Dr. Ler. It would indirectly, in that if these groups were formed 
and organized, their tendency of that group would be to get the pre- 
payment like the group has done in Los Angeles. 

Mr. Bennett. There are many clinics that do not go into that. It 
would seem to me that the gre: itest need in this field today, if the Fed- 
eral Government is going “to get into the picture further than it is 
today, is doing something about these extraordinary medical bills 
that people have. The average citizen can pay for an office call to a 
doctor or pay to have his children vaccinated, or if 1 of them has the 
measles, or something like that, without any health plan or health in- 
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surance, but where he is hit is when he has a series of operations hit his 
family, or some serious illness hit 1 or more members of his family 
in any year where the expense goes away beyond his ability to pay 
for it. 

Do you have any idea as to what the Federal Government may do 
or what should be done looking toward the solution of that particular 
problem ¢ 

Dr. Lex. You are conferring to this concept of catastrophic cover- 
age. ‘That is the phrase that is used for that. Actually most people 
want their ordinary bills provided for in a prepayment basis, too, 
and I think that is preferable, and to include the atastrophes as 
well as their ordinary child’s vaccination and regular examinations. 
My preference is for a type of plan that does it all and gives them com- 
prehensive care, including the catastrophes. 

However, at the moment, the catastrophic feature is the one that 
causes the most disaster. There is no question about that. Such 
devices as the reinsurance of these plans so that they could cover 

catastrophes without going broke would be one method of doing that, 
Iam sure. That would mitigate the suffering to a very considerable 
degree that comes from these unforeseeable medical catastrophes. 

Mr. Bennetr. Do you suggest the Federal Government reinsure 
health plans as well as getting into the loaning business? 

Dr. Ler. I do not know enough about it to have any opinion worth 
giving, Mr. Bennett. I think there is some merit to it, and I have 
gone into it to a certain degree and I believe the Federal Government 
could well do that, and enable the present voluntary plans to increase 
their coverage without going broke by a type of Federal reinsurance 
for catastrophes. 

Mr. Bennerr. Do you believe that would be a Federal subsidy ? 

Dr. Ler. It probably would be. It might not be. I think only 
actuarial experience would demonstrate whether taking 2 percent of 
the gross premiums to cover the catastrophes would be enough, and 
the plan would come out even that way. I do not know. I do not 
think anyone knows. I think only experience will show. The actu- 
arial figures that bear on that are not in existence as far as I know. 

Mr. Bennerr. If the Federal Government gets into financing these 
plans, do you not think they would have to necessarily control the 
type of plan that was put into effect and the costs and the premiums, 
and so forth ? 

Dr. Ler. I am sure the Federal Government cannot undertake to 
subsidize or support any plan that does not meet certain standards. 
That is why I think this health council that has been proposed in one 
of these bills is so important. They should have the task of setting 
standards that should be met before Federal aid is available. I think 
the Federal Government should attempt to keep out of the adminis- 
tration of these plans, or as far as possible their operational side, 
but there are certain principles that will have to be laid down if they 
are going to be eligible to help. 

Mr. Bennerr. Something has been said here about this situation 
being similar to the Federal plan of insuring bank deposits. As a 
matter of fact, it would be quite different, would it not, in its effect? 
The Government, as I understand it, under the bank-deposit insur- 
ance, pays off only if the bank goes broke and pays the depositor a 
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certain amount of money. Under a health plan or under a plan 
to either subsidize or guarantee the success of the plan, then it seetns 
to me that the Federal Government, once it gets in, has to guarantee the 
successful management of a particular enterprise. What do you think 
about that? 

Dr. Lex. I would be inclined to agree with your point of view on 
that, and there is a difference, certainly. 

Mr. Bennett. There would be a difference in cost, too, do you not 
think so, to the Government ? 

Dr. Ler. I do not know. If they stipulate that 2 percent of the 
gross premiums, as suggested in one of these bills, be put into that 
fund for the cat: ustrophic situation, it may be enough. Iam sure I do 
not know, and I do not think anyone knows. I think it is one of the 
things that will have to be tried. But I think the Federal Govern- 
ment should be prepared to take the rap on that like they do in guar- 
anteeing prices to farmers for their crops and things of that sort. 
They have done that in other areas, certainly. 

Mr. Hinsuaw. The gentleman mentioned group medical plans. My 
observation has been that in the medium to larger cities, at least, and 
the more heavily populated counties, there is in effect a very consider 
able extension of the group plan in that one doctor will pass you around 
to another one who is a friend of his, and then he will pass you around 
to another one who is a friend also in the same group. They may not 
have offices together. They may have offices quite far apart, but they 
are all of them a part of a group or clique. 

Now, I take it that this scheme of yours is to assemble all of oe 
under one set of related roofs, and offer their services as a group a 
a stipulated monthly fee, instead of whatever the individual doc os 
happen to want to charge you at the time. 

Dr. Lez. You are absolutely right. As a matter of fact, most medi- 
cine in metropolitan centers is practiced on a group basis anyway. 
Doctors have a sort of informal clinic, a certain internist sends his 
surgery to a certain surgeon, and he sends his medicine back to that 
internist, and that goes on informally. 

My idea is that this should be formalized. They do not necessarily 
have to be physically located in the same building, but they should 
have a common financial structure that covers the group, instead of 
the complete independence they have now. 

Mr. Hinsuaw. I have noticed that, even though such groups are 
not formalized, nevertheless they exist. 

Dr. Ler. Surely. 

Mr. Hinsnaw. And certainly the general practitioner or ordinary 
»hysician does have these people to whom he will send you for special- 
ized medical care. In that system it has been my experience that you 
cannot get an overall fee for physical examinations, or for diagnosis, 
but you get whatever is the net result of the total of the number of 
bills that come in. It can be pretty catastrophic itself. 

Dr. Lex. You can get a big X-ray bill and a big laboratory bill, 
and it can add up toa lot when. you add them all together. 

Mr, Hinsuaw. Especially when they say there is nothing wrong 
with you at the end. 

Dr. Lex. Is that bad? 
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Mr. Hinsuaw. No, it is not bad, except it is bad when you get 
charged $50 for it. 

Mr. Younaer. I have nothing except to express pride coming from 
the district next to Palo Alto. I take pride in having you here. 

Dr. Lee. Thank you, Mr. Younger. We met last in one of these 
health ventures that we are both interested in. 

Mr. Younger. That is right. 

Mr. Hate. Doctor, you said earlier in your testimony that you 
thought that this type of group practice should be in relatively small 
regions, and that no attempt should be made to put it on a nationwide 
basis, is that right ? 

Dr. Lez. Yes, I think each of these plans should be regional in its 
organization, and tailored to the needs. 

Mr. Hate. How big a region did you have in mind? 

Dr. Lez. That would vary, both by reason of the population, and 
the geography. For instance, the whole of Detroit practically is an 
auto-workers area, and that would be one area. It is quite different 
from rural medicine in Michigan, which would be a different region. 
In California, San Francisco, they have different problems. San 
Francisco should be a region, and the rest of the area could be another 
region. 

Mr. Hate. You would not put the region as high as the State? 

Dr. Ler. Only in the case of a few small States, perhaps Rhode Is- 
land, and the region and a State could be the same, but certainly it 
would not apply to California at all. 

Mr. Hrnsuaw. We are glad to have had your testimony, Dr. Lee, 
and thank you very much for your presentation. 

Dr. Ler. I appreciate the opportunity to come here, very much in- 
deed. 


(The following information was later received from. Dr. Lee :) 


Pato ALTO CLINIC, 
Palo Alto, Calif., February 23, 1954. 
Hon. Caas. A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign 
Commerce, House Office Building, Washington, D. C. 


Dear Mr. Wotverton: I am sending along as requested the copies of the 
specimen contracts which my organization executes with groups and individual 
subscribers. These two groups, as existing at the present time, are with the 
students of Stanford University and with the professors and employees of Stan- 
ford. Experience with the students goes over a period of 8 years and constitutes, 
I am sure, the best method of handling the student health problem. We have a 
contract with the university where for $9 per quarter per student we supply 
complete medical care to the students. There are no exceptions of any kind nor 
limitations on time as long as the student is registered in the university. The 
students have been delighted with this service, the university entirely pleased 
with it; and it has proven to be an exceedingly economical way of handling the 
situatiyn. I think it should be followed in universities elsewhere. 

The family medical-care plan for the professors, their dependents, and em- 
ployees of the Stanford University has had a very short history, just being 
started on the Ist of January 1954 after a period of a year of negotiation with 
the county medical society. It, however, so far has given complete satisfaction 
to all concerned and seems to be at this writing successful. Certainly the patients 
who are covered by it are tremendously appreciative; and the others in the town 
who have not been able to get such coverage are asking us when we will make it 
available to the population of the town generally. This we hope to be able to 
do somctime. 

I am also inclosing herewith my comments upon H. R. 7700 as a separate 
document, 
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Let me congratulate you upon the excellent work your committee is doing. 
I think this is one of the most sensible and intelligent, forward-looking efforts 
that has been made in behalf of improvement of health care for some time; and 
I am certainly gratified to see a committee of the stature of yours taking this 
problem in such a serious manner. If I can be of any further assistance, I 
should be only too happy. 

Sincerely, 
Russe V. Ler, M. D. 
Incls as indicated. 


AGREEMENT 


This agreement, made this day of 19__, by and between 
the Boarp or TRUSTEES OF THE LELAND STANFORD JUNIOR UNrversity, of Santa 
Clara County, California, hereinafter designated “University”, and the Pato 
ALTO CLINIC, a copartnership of physicians and surgeons, of the same county and 
state, hereinafter designated “Clinic” ; 


WITNESSETH 


Whereas the University is desirous of furnishing to all students registered 
therein complete medical and surgical care and of employing the Clinic to furnish 
such care upon a fixed fee basis: 

Now, therefore, the parties hereto mutually agree as follows: 

This agreement shall be for a term of seventeen months, beginning with the 

day of , 19__, and ending on the _______- day of 
19__, and shall be on the following terms and conditions, to wit: 

1. The Clinic shall furnish to all students covered by this agreement complete 
medical and surgical diagnosis, treatment, and care of any and all illnesses 
contracted or injuries sustained by them during the term of this agreement, 
except as otherwise herein provided. 

2. The University shall provide at no cost to the Clinic, such office space, treat- 
ment rooms, and laboratory facilities upon the Stanford Campus as may be 
reasonably needed for the examination, care, and treatment of the University 
students and shall furnish complete janitorial service, heat, light, and telephone 
service in connection therewith. The Clinic shall furnish all equipment and 
supplies for said facilities, it being understood and agreed that all equipment and 
supplies shall be regarded as personal property and may be removed by the 
Clinic at the expiration of this agreement or any extension thereof. 

38. A Director of the University Health Service will be appointed by joint agree- 
ment of the University and the Clinic. If he at any time is not acceptable to 
either party, his contract will be terminated. The direction of the Health 
Service will be his major responsibility and he shall have professorial status 
for the duration of this contract. He will receive a salary of $12,500 a year 
from the University, of which $2,500 per year shall be paid from general funds 
and $10,000 per year from funds deducted from the Health Service fees payable 
by the University to the Clinic. 

4, The University shall pay to the Clinic the sum of $6.50 quarterly until 
August 31, 1951, and thereafter the sum of $7.50 quarterly for each student 
registered for study upon the Stanford Campus in Santa Clara County, who pays 
the Health Service fee; said sum to be paid as follows: The initial payment, 
covering students registered during the first ten days of the quarter, will be 
made three weeks after each regular quarterly registration day (or days). 
Final payment, covering students registered after the first ten days of the quar- 
ter, will be made eight weeks after each regular quarterly registration day (or 
days). 

Only students whose registration cards indicate payment of the Health Service 
fee shall be entitled to the benefits of this agreement. 

In the event any student registered in the University chooses to employ the 
services of any physician who is not a member of the Clinic, he may do so. For 
each student who elects to be attended by a physician not a member of the Clinic, 
there shall be deducted from the fee paid by the University to the Clinic, $6.50 
per quarter until August 31, 1951, and thereafter $7.50 per quarter. 

5. Each student shall be entitled to the services herein provided from the date 
he is required by the University to be on campus for registration and activities 
prerequisite to his registration, to and including the date of his last examination 
in the then current quarter, provided, however, that should any student be 
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hospitalized prior to the taking of his last examination in any quarter, he shall? 
be entitled to medical and surgical care while in the hospital for a period of not 
exceeding 100 days of continuous hospitalization. Withdrawal from the Univer- 
sity during a quarter shall terminate a student’s benefits under this agreement, 
except in the case where a student withdraws while hospitalized and in that 
event he shall be entitled to medical and surgical care for a period of not exceed- 
ing 100 days of continuous hospitalization. If a student remains on the Univer- 
sity Campus between quarters and has registered for the quarter immediately 
preceding, he shall be entitled to the benefits under this agreement until the 
next quarterly registration date. 

6. The medical and surgical care to be furnished by the Clinic shall, except as 

otherwise herein provided, include physical examination of entering students, 
medical and surgical treatment and care, surgical procedures, appropriate 
immunizations, and when ordered by the attending physician, laboratory tests, 
X-ray examinations, physiotherapy treatments, dressings, splints, and pro- 
fessional consultations; provided, however, that while students are hospital- 
ized the Clinic shall not be required to furnish or pay the cost of laboratory tests, 
X-ray eXaminations, physiotherapy treatments, dressings, splints, or drugs. 
Professional consultations other than those requested by the Clinic staff shall be 
at the expense of the individual students. 
7. It is mutually understood and agreed that students sustaining injuries as 
a result of the negligent act of another will be furnished medical and surgical 
care by the Clinic staff; provided, however, that in the event the student has 
an enforceable right of recovery of damages against the person or persons 
legally responsible for his injuries, the Clinic shall have the right to bill the 
student for services rendered in connection with such injuries. 

8. Medical and surgical care under the terms of this agreement shall exclude 
the following: 

(a) Treatment of or of the result of tuberculosis, insanity, chronic alcoholism, 
drug addiction, or attempted suicide, except for emergency treatments and 
diagnosis of the same, or treatment of or of the result of poliomyelitis beyond 
21 days. 

(6) Dental care, attention, or X-rays. 

(c) Refractions for eyeglasses. 

(ad) Medical or surgical care ordered by anyone other than a member of the 
Clinic staff. 

(e) Nursing care, sick-room furniture, crutches, wheelchairs, orthopedic appli- 
ances, eyeglasses, blood or plasma for transfusions, radium, X-ray therapy, 
prophylaxis for venereal diseases, or the dispensing of drugs or medical or sur- 
gical appliances or contrivances, except as otherwise herein provided. 

(f) Injuries covered by the provisions of the Labor Code of the State of Cali- 
fornia relative to Workmen’s Compensation. 

(9) Disabilities resulting from or connected with military service. 

(hk) Injuries incurred while participating in intercollegiate athletics. 

9. The Clinie shall furnish 24-hour service to all students covered by this 
agreement and shall furnish to the University authorities daily information 
as to the physical status of all students under its Care who are unable to attend 
classes on account of illness. Hospital or house calls shall be made only within 
a radius of ten (10) miles from the Administration Building of the University. 

10. The Clinie will hold the University harmless from any and all claims or 
suits for workmen’s compensation, malpractice, or public liability arising out of 
and in connection with this agreement, and will furnish to the University cer- 
tificates of insurance as evidence of its coverage therefor. 

IN WITNESS WHERBOP, the parties hereto have hereunto set their hands and 
seals the day and year first above written. 

Board or TRUSTEES OF THE LELAND 
STANFORD JUNIOR UNIVERSITY, 
By Luss President. 
Pato ALTO CLINIC, 
By 


EXTENSION AGREEMENT 


This agreement, made and entered into this Ist day of October 1953, by and 
between THE BoarbD oF TRUSTEES OF THE LELAND STANFORD JUNIOR UNIVERSITY 
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(hereinafter referred to as University) and the PALo ALTo CLINIc (hereinafter 
referred to as Clinic) ; 


WITNESSETH 


Whereas by Agreement dated March 16, 1951, and further extended and 
amended by Agreement executed December 22, 1952, the University is desirous 
of furnishing to all students registered therein complete medical and surgical 
care and of employing the Clinic to furnish such care upon a fixed-fee basis. 

Now, therefore, the parties hereto mutually agree to further extend said 
Agreement and Extension and Amendment to said Agreement for a period of 
twelve (12) months commencing as of September 1, 1953 and ending on the 31st 
day of August, 1954. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement the day 
and year first above written. 

THe Board oF TRUSTEES OF THE LELAND 
STANFORD JUNIOR UNIVERSITY, 
 —— Business Manager, 
Pato ALTO CLINIC, 
By 
(Chairman of the Executive Board). 


(Nore.—This plan was formulated and developed by the Stanford Chapter 
of the American Association of University Professors, and it is the understand- 
ing of the Palo Alto Clinic group that any person enrolling under this plan does 
so voluntarily. Because it has never been the intention of the Palo Alto Clinic 
to monopolize medical services to the Stanford community, and because the 
Clinie is in complete accord with the tenet of free choice to both patient and 
physician, the Clinic recognizes the right of any eligible employee of Stanford 
University to choose as his personal physician a doctor not a member of the 
Clinic group. Further, the Clinic encourages the Stanford Chapter of the Amer- 
ican Association of University Professors to explore with the doctor so selected 
the possibilities of working out a mutually satisfactory arrangement for com- 
parable benefits at comparable fees for prepaid medical care. ) 


FAMILY MEpICAL CARE PLAN 


For such medical care as provided in this agreement, which I may require, 
in the event of an illness or injury, I select the doctors of the Palo Alto Clinie 
to be my personal physicians, and request Stanford University to submit to the 
Palo Alto Clinic my name and the names of the eligible family members listed 
in my application as persons eligible for care under this plan. I direct Stanford 
University to deduct from my salary or other compensation, and to pay to the 
‘alo Alto Clinic in my behalf, the fees for such medical care at the rate of $5.00 
per month for myself, $2.50 per month for the first eligible family member, and 
$1.00 per month for each additional eligible family member up to but not in 
excess of three. There shal! be no additional charge for coverage of more than 
five eligible family members, including myself. I agree to pay the fees for, and 
to list in my application all eligible family members, unless they are entitled 
to care by the Student Health Service at Stanford. The extent of coverage and 
other provisions incorporated in this agreement following my signature are 
accepted by me as a part of the agreement. The Palo Alto Clinic, by accepting 
the monthly fee and the names submitted through Stanford University, accepts 
this agreement and agrees to furnish the medical care set forth in the agreement. 


Signature 

Date: 

Coverage: 

1. As long as this agreement remains in effect, and the payments for coverage 
are made, the person signing this agreement and the eligible family members 
named in his application, shall be entitled to receive such medical and surgical 
care as his case may require in the judgment of the attending physician. 

2. Coverage shall include medical and surgical eare in the physician’s office, 
Clinic laboratories, the patient’s home, a hospital, or elsewhere, except that care 
required at a distance of more than 10 miles from the main Palo Alto Clinic 
building located at 300 Homer Avenue, Palo Alto, California, will be provided 
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only if specifically agreed to by the attending physician. Patients may choose 
any of the physicians of the Palo Alto Clinic as their personal physician. In 
addition all the physician members of the Palo Alto Clinic’s professional staff 
are available in their respective specialties to the person signing this agree- 
ment and his eligible family members for consultation and medical and surgical 
care, at the request of the patient’s personal physician. 

3. Coverage shall include X-ray, clinical laboratory tests, physical therapy, 
dietetic services, and other services at the Clinie offices and laboratories when 
required and at the request of a physician of the Palo Alto Clinic. 

4. Medical care and service to the person signing this agreement and to eligible 
members of his family does not include: 

(a) Medical and surgical care for disability covered by the provisions of the 
Labor Code of the State of California relative to Workmen’s Compensation ; 

(b) Care of cases involving service-connected disability for which the patient 
is entitled to care and treatment by a governmental agency: 

(c) Long term care of cases involving mental illness, alcoholism or drug 
addiction ; 

(d) Long term care of tuberculosis; 

(e) Hospitalization, sanitarium or rest home, ambulance service ; 

(f) Drugs, medicines, oxygen, and blood or plasma for transfusions; 

(9) Apparatus such as crutches, artificial limbs, etc. ; 

(kh) Dental care; refractions, eye glasses, cosmetic surgery, anesthesia when 
hospitalized; and services on well patients not authorized by the patient’s 
personal physician. 

5. Maternity care will be provided only where the patient has been enrolled 
under the Plan for at least ten months immediately prior to the expected date 
of normal delivery. 

6. Patients who receive care for injuries under the provisions of this agree- 
ment who subsequently enforce a claim against third persons, who might be 
liable for such injuries, shall upon collection of damages or the settlement of 
any claim, reimburse the Clinic for the reasonable value of services rendered 
on said account. 

(Notr.—This plan does not cover hospitalization. All persons signing this 
agreement should be members of Blue Cross or a similar hospitalization plan.) 


Period of coverage and terms of payment 

1. Except for the initial sign-up period for this plan, for which special pro- 
visions have been made, applications for coverage must be received by the Con- 
troller’s Office of Stanford University by November 20 and May 20 for coverage 
beginning December 1 and June 1 respectively. 

2. The amount deducted from the salary or other compensation of the person 
signing this agreement, and paid by Stanford University to the Palo Alto Clinic, 
shall constitute the prepayment of fees for all medical care covered by this agree- 
ment for the month following the period in which the deduction was made. 

3. If the family status of the person signing this agreement changes during 
the course of this agreement, such additions or deletions to the family group 
must be reported to Stanford University by the 20th of each month for coverage 
beginning the first of the following month, 

4. Coverage under this plan may be terminated, modified or revised, and the 
schedule of fees may be revised, by notification in writing by the Palo Alto Clinic 
to the president of the Stanford Chapter of the American Association of Uni- 
versity Professors as the duly appointed representative of those persons signing 
this agreement, with a copy of such notification to the Controller's Office, Stanford 
University, provided such notification is sent at least sixty days prior to the 
effective date of such termination, modification or revision. 

5. Coverage shall terminate upon the severance of employment by Stanford 
University of the person signing this agreement, unless such severance shall be 
by reason of a leave of absence approved by the University or by reason of 
normal retirement. Retired personnel not receiving a payment directly from 
the University may continue coverage or be covered initially by making arrange- 
ments to pay six months fees in advance. Such fees shall be due semiannually 
on November 20 and May 20. For periods of coverage between the date of retire- 
ment, or the initial sign-up and the next succeeding December 1 or May 1, the 
fees shall be paid in advance for the applicable number of months. If such fees 
are not received within a fifteen day grace period from the date due, the coverage 
will automatically be terminated. 
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Eligibility 

1. Any person who is regularly employed by Stanford University who is paid 
for % time or more (which in the case of non-faculty members is considered to 
be at least thirty hours per week) is eligible to coverage for himself and the 
eligible members of his family, provided however he has been employed by 
Stanford University continuously for a ninety-day period immediately prior to 
the effective date of coverage for which he is applying. 

2. Any person who has been retired under normal circumstances from employ- 
ment by Stanford University, and whose position prior to retirement would have 
made him eligible under paragraph (1) above, is eligible to coverage for himself 
and eligible members of his family. 

3. The widow of a faculty or staff member who was eligible at the time of death 
is eligible to coverage for herself and the eligible members of her family provided 
she has not remarried. 

Definition of eligible family members 

1. The husband or wife of the person signing this agreement shall be an eligible 
family member, whether or not dependent upon the signator, unless such relation- 
ship is terminated by divorce, or legal separation. 

2. Children and parents ef the person signing this agreement and of the sig- 
nator’s husband or wife shall be eligible family members, regardless of age, but 
only if they qualify as dependents of the signator, or the husband or wife of the 
signator, for income tax purposes. 

Accepted by Palo Alto Clinic : 


Date: 


Mr. Hinsuaw. The committee is adjourned until tomorrow morn- 
ing at 10 o’clock. 


or 


(Thereupon at 12:35 p. m., a recess was taken until Thursday, Jan- 
uary 14, 1953, at 10 a. m.) 














HEALTH INQUIRY (VOLUNTARY HEALTH INSURANCE) 


THURSDAY, JANUARY 14, 1954 


House or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, a 
The committee met at 10 a. m., pursuant to recess, in room 1334, 
New House Office Building, Hon. Carl Hinshaw presiding. 
Mr. Hinsuaw. The committee will please come to order. 


STATEMENT OF DR. GEORGE BAEHR, PRESIDENT AND MEDICAL 
DIRECTOR, HEALTH INSURANCE PLAN OF GREATER NEW YORK, 
NEW YORK, N. Y. 


Mr. Hinsuaw. Our witness this morning is Dr. George Baelhr. 
Dr. Baehr is the president and medical director of the Health In- 
surance Plan of Greater New York. 

Dr. George Beahr for many years was chief of medical service 
and director of clinical research at Mount Sinai Hospital in New 
York City. He was chairman of the technical advisory committee, 
Department of Health, New York City, from 1933 to 1941; and con- 
sultant, Department of Hospitals, New York City, from 1933 to 
1945. He has been a member of the Public Health Council of the 
State of New York since 1935. 

He was president of the New York Academy of Medicine when it 
produced its series of studies, Medicine in the Changing Order. 

Dr. Baehr has been a leader in the development of the International 
List of Causes of Death and was a delegate from the United States 
State Department to the fourth, fifth, and sixth Decennial Interna- 
tional Conferences to revise the international list. At present he is 
chairman of the American Medical Association’s advisory board for 
the fifth edition of the Standard Nomenclature Diseases and Opera- 
tions as he had been for the previous edition. 

Dr. Baehr has held innumerable other advisory posts in the medi- 
cal field and has been active in civic as well as medical areas. He has 
published extensively in the health and medical field. 

In 1951, H. I. P. received the Lasker group award of merit pre- 
sented by the American Public Health Association for HIP’s 
courageous pioneering with a combination of group medical practice 
and prepayment to provide comprehensive health services. 

Dr. Baehr, we shall be very glad to hear from you. 

Dr. Barur. Mr. Chairman and members of the committee, I shall 
ask your indulgence, if I am a bit elementary in the first few minutes 
of my testimony. I think it is important that a common under- 
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standing be had on definitions so that I can better explain or have 
you understand the program which I intend to report to you. Also, I 
would like to state that in preparing this preliminary statement, 
I did not have at the time before me the four bills which Mr. Wolver- 
ton has introduced into the House. I have studied them since pre- 
paring this preliminary testimony and am prepared to comment upon 
them later. 

Mr. Hinsuaw. Dr. Baehr, I may state that the administration meas- 
ure has not yet been presented to the committee. No doubt it will ac- 
company the message which will be delivered on the 18th of this month, 
next Monday. We cannot, of course, hold hearings on a bill until, 
or on those measures, until we find out what the bill and measures 
are which are proposed by them, or until we draft a committee bill. 

Dr. Barur. In all considerations of health insurance there are 
three basic interrelated issues. I would put first, the method of 
providing medical services to the insured; second, the scope and 
quality of the services, and third, the method of payment to physicians. 

As you know, medical expense indemnity plans, which are the plans 
that are sold by commercial-insurance companies and by Blue Shield 
organizations, pay individual physicians on a fee-for-service basis. 
For that reason they must limit the scope of their benefit coverage 
for the most part to diseases requiring admission to a hospital, the 
frequency of which is predictable within reasonable limits. Benefits 
outside of the hospital are generally excluded because the number of 
professional and laboratory services which physicians may choose to 
render outside of a hospital is unpredictable when physicians are paid 
a fee for each service by a third party. 

The California physicians service and the Michigan medical plan 
attempted to provide comprehensive service outside of hospitals on 
a fee-for-service basis. Comprehensive coverage was terminated be- 
cause it could not be continued for the reasons just given. 

Even when some medical benefits outside of a hospital are included 
under medical-expense indemnity contracts, they are sharply limited 
in amount and leave the insured families widely exposed to additional 
medical bills. Comprehensive-benefit coverage is impossible under 
these indemnity, fee-for-service plans because it inevitably results in 
a rapid increase in medical bills and the progressive pyramiding of 
costs to the insurance company. 

The inadequacy of inhospital medical coverage as a means of pro- 
tecting the family budget is revealed by the experience of such com- 
prehensive programs of medical care as the Health Insurance Plan 
of Greater New York, in which we find that only 10.7 percent of all 
professional services are rendered to such insured persons in hos- 
pitals and 89 percent in their homes and doctors’ offices. Most doc- 
tors’ services are rendered in people’s homes, in doctors’ offices, and 
in laboratories. With fees for home and office visits and for X-rays, 
technical laboratory work, and other diagnostic and therapeutic pro- 
cedures now rising to the point that care even for ambulatory patients 
may cost a week’s wages, there is a growing need for prepayment that 
covers ambulatory as well as hospital care. Extra- Moanin medical 

‘are is continually being needed & all families; as revealed by our 
emper ience to be reported later in this testimony. On the other hand, 
hospital care is often not required sometimes for 20 or 30 years. 
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COMPREHENSIVE MEDICAL CARE THROUGH PREPAID GROUP PRACTICE 


During the past 25 years, local plans for providing comprehen- 
sive medical care on-a prepaid basis have been established in various 
parts of the country, under the sponsorship of medical groups, indus- 
trial organizations, labor unions, farm cooperatives, and other local 
agencies. These independent plans are able to provide medical care 
of comprehensive scope in return for the collective per-capita pre- 
mium income only because the services are rendered to the insured 
by physicians engaged in organized group practice, who together com- 
prise all the required professional, laboratory, X-ray, and other spe- 
cialty branches of medicine and surgery. 

Under this system of completely prepaid group practice, financial 
barriers to prompt utilization of the needed medical, laboratory, and 
X-ray services can be eliminated and the insured families are able to 
enjoy all the major benefits of modern medicine, including prevention 
and early disease detection. In our aging population, disease preven- 
tion and early disease detection as well as medical care during chronic 
illness must be included in a medical-insurance program if it is to 
meet the needs of the public. 

The other day I sat down, and without having to think very long 
listed 37 specialties of medicine and surgery and I did not ine lude 
the minor specialties. 

In this age of highly specialized professional skills and medical 
technology, the total medical needs of an insured population can best 
be met by such balanced teams of physicians, specialists, and techni- 
cians trained in the great variety of skills and techniques which tod: Ly 
constitute modern medicine. The comprehensive prepayment plans 
combine these medical skills and techniques in the form of group 
practice and place them freely at the disposal of people of moderate 
means in return for the per capita income derived from insurance 
premiums. Each insured family has a family doctor who has been 
selected by the subscriber from the family physicians on the staff of 
a medical group. The clinical laboratory, X-ray diagnosis and 
therapy services, pathology, physical therapy, and visiting nurse 
services of the group are freely at the disposal of these family physi- 
cians as are all the consulting services of the group’s speci: alists in the 

various branches of medicine and surgery without financial deterrents 
to their full use. 

An argument commonly advanced by opponents of prepaid group 
practice is that it does not give subscribers free choice of any licensed 
»yhysician in the community. From the standpoint of a subscriber, this 
co absolutely no validity, for he exercises his choice when he decides 
to join the plan asa member of his enrolled group of insurees—just as 
he would exercise a choice if he selected the Mayo Clinic for his 
medical care. On entering the Mayo Clinic a person gives up his free 
choice in return for other benefits which he may feel he is going to get. 
Similarly, a subscriber exercises his choice when he joins a prepay- 
ment plan as a member of his enrolled group of insurees, and he is at 

liberty to drop out of the plan at any time. 

He is also at liberty to consult any other physician at any time that 
he wishes and is willing to pay the fee. It is certainly desirable that 
families of low and moderate income be given the opportunity to 
enjoy the benefits of comprehensive medical care through prepaid 
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group practice if they prefer it to so-called free choice of individual 
physicians and specialists whose services they cannot afford on a fee- 
for-service basis. 

Families that receive all their medical services from a prepaid 
medical group can completely budget their costs of their total medical 
care throughout the year. If satisfied with the full scope and quality 
of the care provided for them by the medical group, the insured popu- 
lation has no need to purchase medical care from any other physician. 
Therein lies the cause of complaint and resistance by the opponents of 
prepaid group practice in every part of the country in which it has 
been established. 

Local medical societies consist largely of solo practitioners who 
usually resent the economic and professional competition of group 
practice and will tolerate only a fee-for-service method of solo medical 
practice in insurance plans. Medical societies are therefore prevented 
by their membership from taking any part in modernizing the or- 
ganization of medical care into group practice, even though it is re- 
quired today by the high degree of specialization characteristic of the 
times in which we live. It is because of the local resistance to progress 
that programs of comprehensive medical care through prepaid medical 
group practices have grown very slowly and have as yet reached only 
4 or 5 million people. 

At the national level the American Medical Asssociation has ac- 
cepted the principle that independent groups of physicians and com- 
munity leaders should be permitted to experiment with newer patterns 
of prepaid medical care and group practice. State and county medi- 
cal societies can not or will not initiate or operate such exper iments— 
at least they have not done so up to this time on their own initiative— 
because of their medico-political composition. A widespread spirit 
of intolerance to change pervades the thinking and actions of their 
leaders, and in some States laws have been enacted at the instigation 
of medical societies which actually prohibit prepaid group practic e in 
those States. Some local physicians are even now seeking to alter or 
reinterpret the code of professional ethics for the purpose ‘of obstruct- 
ing the development of the only form of voluntary health insurance 
which has thus far been able to provide comprehensive medical care 
at a cost which people of low and moderate income can afford on a 
prepaid basis. 

An editorial in the Journal of the American Medical Association on 
July 16, 1949, warned the profession that obstructive behavior by 
physicians may itself be unethical. 

This editorial in the Journal of the American Medical Association 
warned : 

Instances have occurred in which physicians, for political, commercial, or emo- 
tional reasons, have endeavored to utilize the principles of medical ethics as a 
means of producing embarrassment, distress, or loss of reputation of other physi- 
cians whom they envy or whose open competition they fear. The principles of 
medical ethics were not designed for any such purpose, and the attempt to utilize 
the principles of ethics for such purposes may well be in itself unethical (edito- 
rial, Journal of the American Medical Association, July 16, 1949 (vol. 140, No. 
11), p. 960). 


In spite of these pronouncements, the conflict at the local level re- 
niains unchanged in most parts of the country and now calls for more 
positive action by national authorities within the profession itself 
or else intervention by Government in the public interest. 
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In 1947, after a 4-year study of the problems of medical care, the 
New York Academy of Medicine concluded that pre p: uid group prac- 
tice is the logical and evolutionary development of “medicine in the 
changing order.” In 1942 and 1944 the then mayor of the city of 
New York—Hon. Fiorello H. LaGuardia—announced that the city 
would pay half the premiums of nonprofit group health insurance for 
municipal employees and their families if insurance coverage could 
be made truly comprehensive and employees and their fs umilies would 
be protected against additional medical bills. 

His reason was based on the experience of the municipal credit 
union which makes loans, as you know, to families, municipal families, 
and municipal workers, who are in financial distress. ‘The experience 
of the credit union had revealed that the chief cause of financial dis- 
aster among families on low fixed incomes was medical bills. It was 
not the medical bills of the wage earner nearly as much as it was the 
medical bills for sickness of the employee’s wife or children. ‘The 
mayor therefore insisted that the entire family must be covered under 
a comprehensive prepayment plan if the city was to contribute toward 
its cost. Furthermore, it was found that many of the people in civil 
service were carrying some kind of medical expense and indemnity 
insurance, but in times of illness, it was totally inadequate and the 
additional unpredictable medical bills brought on financial distress. 
The city determined that it would not buy any prepayment plan for 
its employees or contribute half of the cost unless the coverage was 
comprehensive and extra medical bills were eliminated, and unless the 
entire family was protected. 

In order to make it possible for the city to pay half the premium 
cost, permissive legislation was enacted by the State legislature in 
1946. Following a prolonged study of nonprofit medical insurance 
plans in various parts of the country, the founders of the Health 
Insurance Plan of Greater New York were convinced that medical 
society-sponsored plans, because of the current medico-political struc- 
ture of the societies, could not change the current pattern of medical 
practice so as to provide the public with an opportunity to purchase 
comprehensive medical care. HIP was therefore established and 
began to operate on March 1, 1947, as an independent nonprofit medi- 

cal insurance plan under a board of directors composed of representa- 
tive community leaders from labor, business, and industry, govern- 
ment, and the medical profession. It was designed to serve wage 
earners employed in private business and industry as well as govern- 
mental employees. The board of directors operates the plan as a 
community trusteeship. As in the case of voluntary hospitals, the 
entire responsibility for medical matters and the determination of all 
professional standards are delegated to a medical board and the medi- 
cal aspects of the program are supervised by a medical director and 
his staff. At this time I happen to be the medical director of HIP. 

Now, as to working capital. Comprehensive prepayment plans 
cannot be started or continue their orderly operation without some 
financial help at the outset. Working capital is required during the 
formative period and the first year “of operation. Although there 
are many other plans like HIP in other parts of the country, small 
and large, this was the first experimental demonstration of compre- 





1586 HEALTH INQUIRY 


hensive medical care under a community-wide sponsorship. For that 
reason, several large philanthropic foundations supplied loans which 
totaled $855,000. They have now been largely repaid to the founda- 
tions out of premium income. 

I cali your attention to the necessity for loans for the initiation of 
similar plans, because it is in line with the thoughts of the chairman 
of this committee as expressed in the bills that he has introduced in 
the House, which would make such loans available, or would guaran- 

tee loans from private lending institutions. 

The philanthropic foundations, having made this first demonstra- 
tion with HIP, will not repeat the loans. From our experience it is 
evident that similar projects cannot be established without financial 
aid in the form of grants or loans. Such loans may come from in- 
dustry, labor groups, consumer or farm cooperatives, or from lending 
institutions if there is Government guaranty of the loans to prepay- 
ment plans and prepaid medical groups which meet adequate stand- 
ards. 

The role of Government in the promotion of plans for comprehen- 
sive medical care through prepaid group practice was suggested in 
the 1947 Report on Medicine in the Changing Order of the New York 
Academy of Medicine. This committee consisted of distinguished 
lay as well as medical leaders in New York City. One of its recom- 
mendations was that— 
comprehensive medical services be exended by the use of voluntary, nonprofit 
insurance, using group practice units wherever feasible and Government sub- 
sidy wherever necessary. 

In the light of our experience, I should say that Government sub- 
sidies are not nec essary, if loans are made available either by Gov- 
ernment or through private lending institutions which are encouraged 
by Government. Once established, such plans can become self-sup- 
porting, pay adequate remuneration to their participating physicians 
and repay the initial loans. 

HIP has been in operation only 7 years. Today the Health In- 
surance Plan of Greater New York is Euan comprehensive medi- 

cal care to almost 400,000 insured persons, 5 percent of the population 
of New York. As a nonprofit agency established under the State’s 
insurance law, it is operated “in the black” and has accumulated ample 
financial reserves as required by the State’s superintendent of insur- 
ance. It has accumulated statutory reserves amounting to about $2 
million. 

The services are provided by 30 medical groups, 29 of which are lo- 
cated in various sections of the city and 1 in an adjacent county. 
These medical groups are autonomous and are independent contrac- 
tors. They contract with the health-insurance plan to provide medi- 
cal service of the scope and quality required in the contract and re- 
quired by the Plan’s medical control board. Each group includes an 
adequate number of family physicians proportionate to its enrollment 
size and a complete roster of qualified specialists representing the 12 
basic specialties of medicine and surgery. 

I shall be glad to provide for the “committee a copy of the profes- 
sional standards and the rules governing the medical groups, their 
composition and operation in accordance with their contractual ar- 
rangements with the insurance plan. 
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Altogether, these 30 groups comprise about 1,000 physicians, of 
whom about 450 are family doctors, and about 550 are qualified spe- 
cialists. Forty-six percent of all HIP physicians are diplomates of 
the American specialty boards. 

Although the staff of every group must include qualified specialists 
in the 12 basic specialties of medicine and surgery, it would be impos- 
sible to require each one to have a brain surgeon, or a surgeon capable 
of doing heart operations on blue babies, or the delicate operations 
for deafness or plastic surgery, or treatment with radium or radio- 
active isotopes. Yet the subscribers are entitled without cost to all 
these superspecialist services. This is accomplished by the fact that 
the 30 HIP medical groups contribute a fraction of their per capita 
income into a common pool called a special service fund. This fund 
engages some of the best superspecialists in New York to do the brain 
operations, the heart operations, and other highly specialized _pro- 

cedures, as the need may arise among the enrolled subscribers of any 
medical group. 

This is a form of “reinsurance” for superspecialty services which 
enables the 30 groups to provide the entire gamut of coverage for al- 
most everything in modern medicine. 

The profession: al qualifications required for membership in a 
group are determined by an impartial medical control board of 15 rep- 
resentative physicians. The quality of medical care is supervised by 
the medical department of HIP. 

Ninety-five percent of HIP’s enrollment consists of families. 
Under the family type of contract, the cost for an individual subscriber, 
without dependents is $42.72 a year for comprehensive medical care. 
That does not include the hospital cost, which is, as a rule, covered 
through Blue Cross insurance in addition to the HIP premium. For 
a couple, HIP costs $85.44 a year, and for a family of any size $128.16 
a year. 

A family with 12 children pays the same premium as a family with 
1 child. The money for the medical care of children comes from the 
premiums of single persons, couples without children, and the 1-child 
families. Certainly, a family with 12 children cannot afford to pay 
additional premiums for medical care of each of its numerous children 
out of its limited income, which is usually no more than that of a wage 
earner with 1 child, or without children. 

Allowing for large families, the average cost per enrolled individual 
is $36.36 a year. ‘This is arrived at by dividing 400,000 people into 
the total premium income. 

The plan requires employers to pay at least half the premium so 
as to enable wage earners in the lowest income bracket to subscribe. 
The weekly contributions of a single employee for his share of the cost 
is therefore 41 cents a week, of a couple 82 cents a week, and of a family 
of 3 or more, $1.23. On top of this must be added their half of Blue 
Cross or other hospital insurance coverage. 

The reason why we require employers to pay half is that if the cost 
of comprehensive medical care of high qunlieg is too high for people 
in the lowest economic level, they cs annot afford the premium cost for 
such comprehensive medical care without some assistance from their 
employer or from their industry. We have about 450 employers con- 
tributing half the cost in this manner. We have also enrolled the 
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members of 24 labor unions which meet the entire cost of the plan out 
of health-and-welfare funds. 

The city of New York, the largest employer of labor in the city, 
contributes half the cost for its employees and their families, as does 
the United Nations for its employees and their families. 

We have made two exceptions to the requirement that the employer 
must pay half. One was for the residents in low-cost cooperative 
housing projects, which have been occupied largely by veterans and 
their families. They have solicited us to permit them to subscribe 
so as to protect themselves from the risk of losing their financial invest- 
ment in the cooperative enterprise because of unpredictable medical 
bills in times of illness. 

We have made an exception for them although at first we thought the 
full premium might be too high for people of such low income. The 
pay the entire monthly premium with the rent so that it costs HIP 
nothing for collections. As the managers of these cooperative build- 
ings are employed by the tenant-owners, they have instructed them to 
add the monthly premium for medical care to the rent. The rent bill 
then includes the cost for the maintenance of their apartments, for 
light, heat, electricity, refrigeration, for their share in the interest 
and amortization of the mortgage, and for medical care. The medical 
care fraction is then transmitted each month to HIP, and the families 
are entitled to the comprehensive medical benefits provided by HIP 
medical groups of their own selection. 

One other exception to the employer paying half has been made. 
We have made an exception for employed groups whose employers 
were unable, by law, to make any contributions. They are groups 
of employees of the Federal Government and State government who 
work in New York City. We have a number of such employee groups, 
working for the F ederal or State government, who pay the complete 
premium each month to HIP. 

HIP pays each medical group a capitation of $29.40 per annum for 
providing all the medical services which may be needed by all insured 
families which have chosen a group for such care. 

It is probably unnecessary to explain the meaning of “capitation.” 
It is the per capita amount of money derived from the Pee 
Although HIP obtains its premium income on a per family basis, it 
distributes it each month to the groups on a per capita basis, after 
subtracting the operating costs of the insurance plan. Capitation is 
paid to the medical groups for all persons on their rolls. The capita- 
tion or “per capita’ “method of payment to the medical groups is used 
because if a family has 12 children the medical group chosen by that 
family for its medical care must provide 12 times as much pediatric 
service as if there were only 1 child in the family. 

After deducting the cost of operating its medical group center and 
of retirement benefits, the remainder of its capitation income is avail- 
able to each group for the payment of salaries of its participating 
physicians, most of whom are partners in the group. The medical 
groups are legally authorized partnerships. The New York State law 
permits medical partnerships, and they are registered as such with 
the county clerk. 

When a medical group reaches an average enrollment (14,000), the 
remuneration of its physicians is at least as high as the average 
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reported income of other physicians and specialists in the community 
and the physicians enjoy added benefits of security not possible for the 
solo practitioner, including retirement benefits at the age of 65. They 
can have vacations without any loss of income or loss of patients. 
They have sickness benefits. They do not lose their income during 
periods of illness, as does the doctor in solo practice—or lose their 
practice. In other words, they have many benefits in addition to 
adequate remuneration which the solo practitioner does not have. As 
partners they own a share of the equity in the group’s property which 
is repayable to them upon retirement in addition to their regular 
retirement benefits. 

I would like to emphasize that there are no deterring extra charges 
for any medical service which the insured may require in their homes, 
in physicians’ offices, medical group centers, or in hospitals. Only one 
small charge is permitted, although many of the medical groups do 
not require it unless there is an abuse. If the call comes in for a 
doctor of a medical group after 10 o’clock at night, or before 7 o’clock 
in the morning, he is privileged to charge an extra $2. If there has 
been no abuse of night calls, many of the groups do not ask for it for 
it is not worth the trouble of collection. That is the only extra charge 
that can ever be made by any doctor in the Plan to any subscriber or 
his family. Every kind of medical and surgical service is available 
to them, including X-ray diagnosis and therapy, radium and radioiso- 
tope therapy, dis gnostic laborator y services, physical thers py: visiting 
nurse services, and even ambulance transportation without extra 
charge. 

It is important to emphasize that the Plan erects no barriers by 
reason of age, sex, or preexisting illness, injury, physical defect, or 
pregnancy, ‘either to admission to its rolls or to utilization of services 
immediately thereafter. There are no waiting periods for medical 

care for preexisting illness or pregnancy. Reliance is placed solely 
upon group enrollment to protect the plan against the adverse exper!- 
ence to which unguarded individual enrollment would expose it. We 
accept groups of 10 employees having a common employer, if they 
enroll with their families. We have not yet accepted groups of less 
than 10, but may as experience indicates that it is safe to do so without 
getting a very adverse selection—the sick coming into the Plan in 
excessive numbers. 

Since the first day of operation of the plan, a division of research 
and statistics in HIP has recorded every medical service to every 
enrollee in the plan. Today we are recording over 2 million doctors’ 
services per year. By means of modern statistical machinery, these 
data are being thoroughly tabulated, analyzed, and evalu: ited. The 
utilization rates of medical, surgical, and laboratory services by all 
age groups and especially the plan’ s experience with old people and 
with maternal and infant care will provide valuable data for future 
programs of medical care. If you wish me to do so, I am prepared 
to report upon our experience with older people. We have about 
25,000 enrollees in the old-age group, people between 60 and 90 years 
of age. This is an adequate population sample with which to deter- 
mine how much care old people really need, when they can get it 
comprehensively for an unlimited length of time, without termina- 
tions by the Plan. 
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An intensive study of the experience of the Plan during its first 5 
years is now being made by a special committee of impartial experts 
under the chairmanship of Dr. Lowell Reed, president of Johns Hop- 
kins University. It is being financed jointly by the commonwealth 
fund and the Rockefeller Foundation. ‘The value of that information, 
you can judge, from the fact that these foundations have contributed 
jointly about $311,000 for this survey. 

In addition to a longitudinal study of the Plan’s experience with 
its insured population, the special research conducted by Dr. Reed’s 
committee includes an investigation of the sickness and medical- 
care experience of large representative samples of households in 
New York City and in the HIP population, totaling more than 25,000 
persons. The publications emanating from the research division are 
available to you as well as all of the Plan’s own recorded experience. 

HTP also maintains a division of preventive medicine and health 
education as one of its important activities. It is the responsibility 
of the expert staff of this division to promote adequate utilization of 
medical services by the insured population, especially preventive serv- 
ices and those concerned with early disease detection. 

In the past, fear has been expressed that when preventive medical 
care is available without extra charge people will take advantage of 
the program and wreck the plan by their excessive demands. We find 
that that is not true. In our experience, abuse by subscribers is negli- 
gible. Actually the reverse is true. We find that subscribers in the 
higher intellectual levels use the services more generously than do 
people in the lower economic and intellectual levels. 

For example, 20,000 schoolteachers in our insured population have 
had the highest utilization rate, because they are conscious of their 
health needs. But their utilization rate is not beyond what we think 
is reasonable and right. 

On the other hand, certain groups, like restaurant cooks, dishwash- 
ers, porters, scrubwomen have a low utilization rate, in spite of the 
fact that they may have the largest amount of unmet need for medical 
care. Because they have never previously enjoyed adequate medical 
care, they do not at first know how to use the available services. 
HIP’s health education program is therefore directed at these people 
who do not use the services adequately, so as to bring their utilization 
rate up to what it should be for optimum disease protection. 

HIP’s objective is to have every family select a family doctor and 
use him and the specialists and laboratories of their medical group 
for the prevention and the early detection and treatment of illness. 

When a subscriber joins the Plan he has 30 medical groups from 
which he can make his selection. He is encouraged to pick a group in 
the borough of his residence. He then visits the medical center of the 
group where he picks a family doctor from the 10 to 30 or more general 
physicians on the roster of the group. If he does not like the family 
doctor he has first chosen, he can change to another family doctor in 
the group. If he does not like the group he can easily transfer to 
another. If he does not like the Plan he is at liberty to drop out at 
any time. He therefore has a wide range of choice. Although he 
cannot choose every licensed doctor in the State of New York, he can 
choose among 30 groups and within the group of his choice he has a 
wide selection of family doctors. 








HEALTH INQUIRY 1591 


The effect of this wide exposure of the insured population to medical 
care can be measured by the fact that at least 74 percent of the enrolled 
members of the insured families are now using their physicians’ serv- 
ices within each calendar year and this rate is rising as our health edu- 
vation program takes hold. That is, 3 out of every 4 people enrolled 
in the plan see a doctor one or more times a year. The average rate of 
utilization of doctors’ services by the insured population of 400,000 
people is 5.4 services per year per person. 

It is important to emphasize that the lack of financial barriers to 
utilization of medical and laboratory services has not led to any 
significant amount of needless use of the services by the insured. 
Subscriber abuse is minimal and easily corrected. 

The experience of HIP and of many similar plans throughout the 
country is now sufficiently voluminous to demonstrate that compre- 
hensive medical care through prepaid group practice is professionally 
feasible and financially practical from the standpoint of both the doc- 
tors and the public. There can also be no question of the importance 
of prepaid comprehensive medical care to public health; nor its im- 
portance for the care of long-term chronic illnesses. 

To facilitate its growth, two things are necessary: (1) elimination 
of interference by local professional societies with prepaid group 
practice; (2) financial assistance by government through direct loans 
or through guaranteed mortgages from private lending institutions 
which will encourage the wider extension of prepaid comprehensive 
medical care throughout the country under local community sponsor- 
ship. I emphasize that plans should be developed and sponsored 
locally. To be eligible for such loans they should be required to meet 
certain basic requirements as to professional personnel, physical facili- 
ties, and operational program. 

As a result of our own experience, we would advocate that prepaid 
group practice plans have a wide community sponsorship by represent- 
ative citizens of the community; not solely from labor, or solely from 
industry or the medical profession, but representing all elements in 
the population. The board of directors should operate the plan as a 
trusteeship for the community as are the voluntary hospitals of this 
country. 

Government at all levels may also help through the purchase of pre- 
paid medical care for its own employees and wards. It should follow 
the accepted practice of purchasing medical care under group contract 
from the prepayment organization which produces the best values 
for the price charged. 


ROLE OF FEDERAL GOVERNMENT 


The role which the Federal Government should take in promoting 
and extending adequate medical care to the insurable population of 
the country might well follow that which it has already taken to pro- 
mote and extend adequate hospital care under the Hill-Burton Hos- 
pital Survey and Construction Act. Federal assistance to the States 
might first be limited to grants-in-aid to encourage the States to survey 
for themselves existing deficiencies in medical care within the State 
and to determine the following : 

(1) The extent to which the insurable population is not covered by 
prepaid medical and hospital care. 
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(2) The gaps in benefit provisions under existing prepayment 
programs. 

(3) The means whereby the gaps in population coverage and the 
gaps in benefit provisions under existing programs may be eliminated, 

(4) The availability of voluntary insurance plans which pro- 
vide comprehensive benefits for medical care in the homes, in doctors’ 
offices, in diagnostic laboratories, and X-ray services, as well as in 
— als, 

(5) The desire of the public for prepayment plans which will pro- 
vide comprehensive medical services. 

Some have said that the public does not want comprehensive 
plans. That is not our experience. They may not as yet have the 
money to buy it but many families most certainly want it if they can 
get it. 

(6) The existence of State laws which prohibit or make it impos- 
sible for physicians to provide such comprehensive medical care 
through prepaid group practice of medicine. 

I would also recommend that the State surveys should include: 

(1) A determination of the nonwage and low-income group in the 
population which cannot afford to prepay their medical care through 
the purchase of voluntary health insurance. 

2) The possibilities of experimentation by State and local gov- 
ernments with coverage of some or all of this group by voluntary 
medical insurance plans. I do not think we can have a ready made 
solution for this problem, and some experimentation at a local level 
or State level with such coverage of the nonwage and low-income 
group is therefore necessary and desirable. More physical disabilities 
may exist among the nonwage and low-income group than in the 
general population, and there m: iy have to be an adjustment of the 
premium rates or some way of c arrying the extra cost if utilization 
experience proves after practical trial that there is an excessive need 
for medical care. We only suspect but are not yet sure about it. 

(3) The degree to which Federal assistance might be required 
to enable State and local governments to provide medical and hospital 
care to persons in the nonwage and low-income groups. 

(4) The possibilities of experimentation by State unemployment 
funds or other State agencies with the provision of medical care for 
temporarily unemployed persons and their dependents through con- 
tinuing the prepayment of premiums for the unemployed for care 
which may be needed during periods of temporary unemployment. 

Some of the labor unions already do that for temporarily unem- 
ployed members of the union. 

Small Federal grants could be employed most effectively to assist 
States in carrying out experimental programs designed to extend pre- 
payment plans and comprehensive coverage under these plans to the 
part of the population within the State which is at present not covered 
or inadequately covered under such plans. In recognition of the fact 
that comprehensive medical service coverage under any voluntary pre- 
payment plan requires economies and increased efficiency in operation 
which can be achieved only by organization of medical services as 
group practice, Federal aid to State and local communities is needed. 
Such aid could perhaps be provided through the Federal guaranty of 
loans from private banks or other lending agencies for the establish- 
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ment of prepaid group practice of medicine under local community 
sponsorship and in accordance with certain required standards. 

The organization of medical practice along such modern and more 
efficient lines requires loans to medical groups for the construction of 
the required physical facilities, to be repaid by them out of future 
earnings. Such loans for the purpose of encouraging local prepay- 
ment programs for comprehensive medical care should be limited, I 
believe, to the acquisition of medical group centers, the purchase of 
X-ray, laboratory, and other professional equipment required for 
group practice, and perhaps the administrative expenses of the medi- 
cal group center during the first year of its operation. ‘The annual 
appropriations for this purpose need not be large nor would they be 
needed for more than 5 or 10 years, for as the loans are repaid they 
may be used as a revolving fund. 

Certainly the guaranty of mortgage loans from private lending in- 
stitutions would alone have a tremendous influence in changing the 
pattern of medical practice in this country to something more modern 
and more adequate than now exists in most areas. 

It can be predicted that rapid progress in the extension of prepaid 
comprehensive medical care will not be made, however, (1) until such 
loans are made available; (2) hampering State laws are repealed 
wherever they exist; and (3) effective steps are taken by higher pro- 
fessional authorities to eliminate interference by members of the local 
medical profession in restraint of change from the present costly and 
disorganized methods of medical practice to a more modern and more 
economical pattern. 

If you would permit me and if I could have a few more minutes, I 
would like to point out, Mr. Chairman, how economical the operation 
of such a program may be. 

You can measure the economies in the use of prepayments in part 
by the percentage of the premium cost expended annually to pay for 
the medical care of the insured and how much is lost somehow along 
the way. 

One of the largest medical expense indemnity service plans, one of 
the largest Blue Shield plans in this country with an enrollment of 3 
million subseribers spends only 70 percent of its total gross premium 
income for doctors’ services. : 

HIP is a much more economical operation because it receives its 
income in 500 or more checks each month from its enrolled groups and 
distributes this money on a per capita basis to 30 medical groups in 30 
monthly checks. 

As a result, instead of only 70 percent of the premium being ex- 
pended to buy medical services, 85 percent of each premium dollar was 
used by HIP in 1953 for the direct purchase of medical care for its 
beneficiaries. 

Under the medical expense indemnity plan of which I am talking, 
the administrative expenses of running the insurance company last 
year was 15.5 percent. 

Under HIP the total operating expenses of all kinds during 1953 are 
11.2 percent, which can be broken down as follows: 

Eight percent for the administrative expenses of operating the in- 
surance plan, and 3.2 percent to meet the costs of medical supervision, 
research, and health education, which are for the most part not normal 
functions of other insurance companies. 
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Mr. Chairman, I would be very pleased to answer any questions that 
members of your committee may ask 

Mr. Hinsuaw. Dr. Baehr, your ‘statement is no exception in re- 
spect to the quality and novelty of the presentation as made by others. 
I think the contribution you have made has been of extremely great 
value to the committee in its study. And I desire to compliment you, 
if I may, on behalf of the entire committee. 

I think that there are perhaps 2 or 3 items that the committee 
would be pleased to have in the record, if you could place them there. 

One of them is the number of States which have laws preventing the 
establishment of any such thing as group practice, which you men- 
tioned in the course of your statement. 

Dr. Barur. I do not know the exact number. But it is more than 
20. There are at least 20 States that have had such laws passed at the 
instigation of medical societies, which are designed to prevent prepaid 
group practice and to keep medical practice on a fee-for-service-solo 
basis. 

Those laws require medical insurance plans to permit every doctor in 
the State to render service and be paid for it by the company. This 
means that in these States prepaid group practice of medicine and pre- 
— comprehensive medical care cannot exist. In other States at 
east 50 percent of all of the doctors in the State must be permitted to 
participate in any program of prepaid medical care. 

Some day HIP may include 50 percent of the physicians in the city. 
But it could not start with that requirement. Such a requirement is 
an absolute bar to the development of prepaid group practice and to 
the provision of prepaid comprehensive medical care at low cost. 

Mr. HrnsHaw. Then there were some statistics which you men- 
tioned, I believe, in the course of your remarks as to the reason why 
the medical services were called upon by the individual subscriber. 
I think it comes in your New York study. I think that would be 
very helpful to the committee. 

Next I think that the statistics in reference to the amount of income 
which the doctors receive from this group practice in accordance 
with their various specialties and length of service, and so forth, or 
whatever method that you have of payment might be important. 

I presume it is satisfactory to the groups or they would not be 
there. And I think the committee would also be interested in know- 
ing the turnover of doctors in the group from reasons other than 
age or death or retirement. 

I think that there were some other statistics that you suggested in 
your statement. I know the committee would be interested in having 
them. 

Dr. Barnr. I will first take up the last question in regard to the 
turnover of doctors. When a medical group is well established, is 
operating successfully, has a large enrollment and therefore a good 
income, there is practically no turnover in spite of the difficulties that 
these groups may have had with antagonistic doctors in the local 
area. 

The turnover is in gorups that are small when they are first getting 
started. You must recall that in my prepared testimony I stated 
that the medical groups are independent contractors; and are not sub- 
sidized by HIP. HIP does not give them 1 cent of subsidy. The 





HEALTH INQUIRY 1595 


doctors in the medical group earn money only if and when insured 
persons in large numbers select the group for their medical care. A 
new group getting started begins with no enrollment and no income. 
It is approved by our medical control board on the basis of an agree- 
ment to provide medical services of the required scope and qu: ality 
in return for the per capita payments to the group if and when people 
choose it for their medical care. 

Actually the groups invest money in a medical center before they 
have any assured income from the Plan. That is why it is so difficult 
to get them started and why they need loans to tide them over the 
initial period. 

Their first income from enrolled subscribers who choose the group 
for their care must go toward their overhead, the operation of their 
center, for the payment of the salaries of their technicians, X-ray and 
laboratory technicians, nurses, receptionists, telephone operators, and 
so forth. At the beginning the doctors in our groups worked for 
nothing until the enrollment of subscribers was large enough to cover 
the operating costs of their medical center and begin to leave enough 
over to pay themselves salaries. 

When a group reaches an enrollment of about 14,000, the doctors get 
a good income. 

We try to discourage any great differential between the payment of 
the family doctor, and the specialist. The largest differential be- 
tween the remuneration of a general physician and of a specialist in 
any group is not more than 1 to 2 at the maximum spread. And that 
differential is for specialists who are chiefs of a specialty service, have 
had longer experience and high standing in their profession, and de- 
serve to get more remuneration. 

But there are many family doctors in HIP who are making excellent 
incomes and there are specialists who make excellent incomes. 

No group once established during these 7 years has ever handed 
back its contract. In one group we terminated the contract by mutual 
agreement because we did not consider the services of the group of 
a high enough quality and we came to the conclusion that the group 
was ‘incapable of achieving improvement. 

There have been mergers between groups because of the fact that 
they were covering the same territory, and they found it more eco- 
nomical and personally advantageous to merge. But no group has 
ever handed in its charter. That is evidence of the fact that they are 
getting enough income. 

Most of the doctors in HIP are still doing some noninsurance prac- 
tice. We could never have obtained doctors to work for nothing at 
the beginning of this program if they were deprived of their income 
from non-insured patients. But now the large groups, and we have 
groups that are caring for as many as 30,000 or 40,000 enrollees, have 
50 to 75 or more doctors in the group and an increasing number in the 
larger groups devote almost all their time to the care of insured en- 
rollees. 

Most groups have done very well. In fact they have put aside 
large amounts of money for building and equipment, and they own 
their own buildings. Unlike Mr. Kaiser’s Permanente plan, our 
doctors own their own medical group centers. HIP does not own 
anything. It merely collects and distributes the income and sets the 
standards of medical practice. 
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I would like to pass around for your inspection some photographs 
which illustrate the buildings which have been constructed by the 
group out of earned income. Here is one in Jamaica, in the Borough 
of Queens; here is another which is being erected now in Brooklyn; 
here is another in the course of erection in Brooklyn. 

Now, of this one I would like to make special mention for it illus- 
trates the spirit which animates doctors who are really devoted to 
group practice. ‘This building was erected and equipped by a group 
of 30 or more doctors in the Harlem area, an underprivileged sec- 
tion of New York City. There are four white doctors in the group 
and the rest are colored. The four white men represent specialties, 
and there were no other specialists in that part of town. 

This group of 30 doctors who have been in operation now for 4 or 5 
years came to me 2 years ago and said: 

Dr. Baehr, we want to show you our devotion to this type of practice and our 
belief in it. And we have put every dollar we made from our insurance practice, 
from HIP, into the bank for 1 solid year and have supported ourselves entirely 
from our noninsured practice. We now have $165,000 in the bank, and we own 
3 small buildings, which we intended to remodel, located at Amsterdam Avenue 
and 152nd Street, New York. We went to the building department of the city 
only to find to our regret that these old buildings would not be approved for 


alteration. We must tear them down and build from the ground up, and $165,000 
is inadequate for entirely new construction. 


Although it is difficult to get mortgage financing for colored enter- 
prises, we got it for them from one of the banks. The group con- 
tinued to put aside 50 percent of its income. They built a building 
which they now occupy, and in which the doctors have their offices, 
X-ray department, physical therapy services, and diagnostic labora- 


tories. 

It is one of the handsomest and best planned medical buildings in 
New York. I show you an exterior shot and an interior shot; and 
also a picture of the dedication ceremonies, which took place about a 
month ago. It illustrates the spirit and devotion of these men to 
the ideas of medical practice and of service to the people. 

This group of colored physicians have put in $250,000 in cash. 
The land, building, and equipment has cost them almost $500,000, 
and they have their name on mortgage notes for the rest, which they 
will pay off out of their future income from HIP. They will continue 
to make financial sacrifices until such time as they have paid them 
off. 

To me this has been a very thrilling experience. If it can be done in 
one of the most. underprivileged sections of an urban area, it can also 
be accomplished in certain rural areas. 

Now about the statistics on utilization of services by the subscribers 
and their families. An analysis of our recorded experience shows a 
gradually increasing rate of use of doctors’ services, and I am not 
including such services as visiting nurse service, physical therapy, 
blood counts, urinalyses, or other laboratory procedures. The in- 
sured population of 400,000 averages 5.4 doctors’ services per person 
per year. 

The highest use of doctors’ services, as you would expect, is in the 
first year of life. Between 14 and 15 doctors’ services per year are re- 
quired for a child during the first year of life. That is the time of 


life when there is the highest mortality and the greatest need for pre- 
ventive care. 
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The death rate in the first year of life in this country is high. About 
25 babies out of a thousand live births die within the first year, of 
which about 20 die in the first month of life. A fee-for-service medi- 
‘al indemnity plan does not as a rule cover newborns in the first 
year of life or only most inadequately. Such insurance plans have 
no influence on this most important public health problem. 

Most of the 25 deaths per thousand live births are preventable. 
These infants, many of them premature, need special medical care, 
and they die if they do not get it. 

There is visiting nurse-service in their homes, and I am not counting 
nurse-calls in these other calls I gave you. This is preventive of 
malnutrition and preventive of death. 

As the child gets older after the first year, there is a rapid decline in 
the utilization rate, but it is still high during the preschool years when 
children are having their communicable diseases. Little boys require 
many more doctors’ services than little girls, because the boys are 
wilder, they have more broken bones, they get dirtier, and are more apt 
to get infections. They therefore need much more medical care than 
girls. But the utilization rate for both sexes drops rapidly during the 
school years after they are through with their childhood diseases. 
The utilization of medical services is lowest for the entire insured 
population about the time of adolescence. 

It then rises steeply for the girls as they go into the childbearing 
period of life. During these 2 or 3 dec ades of adult life it is high 
above the average demand for doctors’ services for the whole popula- 
tion. It remains high above the average throughout the entire child- 
bearing period of life, not only because the women are having babies 
but in part because of the illnesses that women are apt to experience 
during childbearing periods of their life and during the early meno- 
pause. 

But it is during that period of the female life that the male wage 

s~arner has a very low rate of utilization of medical services. During 
his Wage-earning years he is below the average utilization for the 
entire insured population. This indicates how faulty is the reasoning 
of those employers of labor and those labor unions that purchase 
medical insurance only for the wage earner and forget about the wives 
and the children. For males, the wage-earning years are the pre- 
ferred time of life when there is the least illness. 

Now, as we get to the older groups, as soon as men approach the age 
of retirement, especially when they get beyond 60 or 65, the utilization 
of medical services by the males rises well above the average for the 
total insured population. That is because this is the cancer age for 
men, also the time of life when males get their bladder, prostate, and 
kidney troubles, and begin to show the manifestation of arterial disease. 

Fortunately for insurance plans like HIP that are comprehensive, 
the females who had their high need for medical services during the 
childbearing years and the early years of menopause, begin to have a 
declining demand for medical service as they reach 60 and 65. Then 
for a decade or more the women have a remar kably low need for medica] 
services compared with the older men so that they almost completely 
neutralize the excessive demand for medical care by the old males. 
Someone has once said that if a woman gets through the childbearing 
period of life and the menopause, she is almost indestructible. Our 
statistics lend some support to that idea. 
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These observations have important social significance for they have 

a great bearing upon the possibility of carrying old people on such an 
insurance plan. HIP makes no limits in regard to the duration of 
medical care. We never terminate a contract. Our rules are that no 
contract of an individual enrolled in a group contract can ever be 
terminated for any cause as long as the premiums are paid. If an 
enrollee develops a chronic illness that lasts the rest of his life, we 
cannot terminate his contract as long as someone continues to pay his 
premiums. We have never terminated a contract of an individual 
and cannot do so under our rules. 

Our experience with older people indicates that we can continue to 
enroll old people provided they come into the Plan in the same propor- 
tion as they exist in the general population. You have to get the 
money from somewhere. It has to come from the premiums of the 
total insured population if there is an excessive use by older persons 
or those with long-term illnesses. 

However, we already know that for several decades ahead we can 
continue to take in older people into the Plan providing they come as 
members of the general population. 

Mr. Dotutver. May I interject with a question at this point. You 
mentioned the termination of these contracts. menem, there is an 
individual who is one of your insured groups, an employee of the 
city of New York, who reaches retirement age. Will he ~ continued ¢ 

Dr. Barur. He will be continued if he or his employer will con- 
tinue to pay the premiums. Thus far the city of New York is not 
doing it for its + employees. 

Mr. Dottiver. Can he pay it himself ? 

Dr. Barnr. tle can pay it himself. He has the right to reconver- 
sion to an individual contract. A number of labor unions not only 
continue to pay the premiums for all active members out of their 
welfare fund but continue to pay for men after they reach the age of 
retirement. One union has even brought in their previously retired 
members into HIP and are paying the premiums for them. 

Mr. Dotttver. Suppose a family has lived, as you suggested, in one 
of these insured housing groups, the veterans groups we will say, and 
his economic condition is improved, and he decides to get a better house 
and moves out of there. Will you continue to carry him? 

Dr. Barur. He can convert to an individual contract. 

Mr. Dotuiver. I see. Thank you. 

Mr. Hinsuaw. Are there any questions? 

Mr. HesE.ton. In the course of your last statement, you made some 
rather significant remarks about the opposition. I have in mind par- 
ticularly ‘this portion : 


State and county medical societies cannot or will not initiate or operate such 
experiments because of their political composition. 

Do you want to go a little further in explanation of that particular 
comment ¢ 

Dr. Barur. By political composition I mean that the body politic 
of the county medical society is made up of solo practitioners who 
are earning their living in fee-for-service-solo practice. They there- 
fore do not welcome the competition of prepaid group practice. They 
themselves are satisfied with the income that they are getting from 
solo practice. If a group of doctors organize themselves into group 
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practice, under an insurance plan, and people oy the insurance 
which gives them practically complete medical care, they are then out 
of the medical market. 

Before joining the Plan some of these families, even though they 
may have been poor families, previously used the services of some 
doctor from time to time. If their previous doctor is not in the Plan 
these families have moved from a solo practioner for their care to a 
group for their care, and they have a new family doctor. 

Naturally, that arouses resentment because of economic competition. 

Mr. Heszuron. I take it from what we have had in the way of evi- 
dence before us, that that is not localized to New York City or even 
New York State? 

Dr. Barur. It is nationwide. 

Mr. Heserron. I do not know if it is possible for you to give the 
committee the benefit of any more accurate description of the people 
who constitute the opposition. One witness testified that the younger 
doctors who came from military services were predominantly in favor 
of group medical practice. They thought it had advantages. I do 
not suppose that is a complete answer as to who constitutes the oppo- 
sition, but I think it would be useful to us, who have heard so much 
about this opposition, if we could have some more information about 
who they are and the general type of members of the profession who 
do continue to oppose. 

You indicated even laws have been passed to prevent the creation 
of any of these practices. 

I have heard it said several times that no program that the Federal 
Government could undertake, no matter how sound it was, could ever 
succeed unless it had the wholehearted approval of the medical pro- 
fession. I think there is a good deal to that. Do you feel there is a 
change or can you give us any further information on what you 
anticipate lies in the future, if the Federal Government undertakes 
to go into this field at all along the lines of any one or more of the 
bills that have been filed by the chairman or along the lines indicated 
by the President which will be supplemented by a message next week ? 

Dr. Barner. You are quite right that many men coming out of the 
armed services have been accustomed to group practice in the Army 
and have learned to like it. Many of them are anxious to continue in 
private group practice. For that reason, we timed the beginning 
of our health insurance plan to take advantage of the end of the war 
and the demobilization of medical officers. I should say the majority 
of the doctors who formed the first medical groups in HIP in 1947 
were men who had recently been released from the Army. Many have 
previously been in solo practice before entering military service. 

There is also a great interest in group practice among the younger 
men who are completing their training as interns and residents and 
who instead of hanging out a shingle as solo practitioner would wel- 
come a salary right from the start as a member of a group. 

Young residents today are mostly married. In my day, most young 
physicians did not marry until they had an adequate professional in- 
come. Today they get married because of the longer period of train- 
ing, and the long service inthe Army. And they must therefore find 
some source of professional income as soon as they complete their 
internship and residency training and will welcome an opportunity 
to do group practice. 
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The opposition comes from a type of physician, very common in the 
urban areas particularly, who is only interested in his own personal 
practice, has no interest in social improvement, and is earning a gener- 
ous income because the times are particularly profitable. 

The leaders in the county societies are usually specialists, also with 
very large incomes from private practice who do not want any change 
in the existing order. They are responsive to the demands of the rank 
and file, who largely also want only solo fee-for-service practice with 
no competition from group practice. 

However, I think that that attitude will change as a result of these 
demonstrations and their success. There is recently practically no 
turnover in our medical groups. The doctors will not leave them for 
they have security. But we will need new groups as enrollment 
increases. 

And we have a demand for this service, a great demand. Labor 
is beginning to understand it. 

Mr. Hesevton. Have you a waiting list of doctors? 

Dr. Barur. We have a long waiting list of doctors, and occasion- 
ally in some specialists we have to recruit from the medical schools. 
We have a long waiting list of doctors now. If there were the finan- 
cial incentive and the financial assistance to help groups establish 
themselves, you would find instead of 30 groups in New York 60 
groups within a couple of years. 

Mr. Hesetron. Do you regard the suggestion of the President, then, 
as a constructive one in terms of possibility of increasing group prac- 
tice? 

Dr. Barnr. Yes; anything that will assist in improving medical 
practice through loans or through insured mortgage loans, such as is 
suggested in one of the bills, would have a tremendous stimulating 
effect. I would not be discouraged by the opposition of the majority. 

The majority of the medical profession at one time opposed full- 
time teaching positions in medical schools and the establishment of 
full-time local health departments. Yet these changes have occurred 
as required by the advances in the medical sciences and in public 
health. 

Many physicians are now opposed to full-time leadership in the 
clinical laboratory fields in hospitals. But that does not mean we do 
not go ahead with what is needed because of the changing order of 
medicine. In times of such complexity, when medicine has become 
so highly specialized, one must bring specialists and family physicians 
together as teams and find some method of payment within the finan- 
cial capacity of people of low and moderate income. 

Mr. Heseton. Let me ask, if you know, what is the situation with 
reference to the medical schools themselves. Is there any considera- 
tion given to the instruction as to how these groups operate and pros 
and cons exposed to the medical students while they are obtaining their 
education ¢ 

Dr. Barur. We have 5 medical schools in New York. In four of 
them, either I or members of my staff participate in the teaching of 
the students in the medical schools concerning this newer form of 
medical practice. 

Three of the larger medical schools actually send students to our 
medical groups for field observation and training. There will be more 
of that in the future. The dean of the Medical School at the College 





HEALTH INQUIRY 1601 


of Physicians and Surgeons of Columbia University is a member of 
our board of directors. He was chairman of our board of HIP for 
the first 3 years. I believe that if money was available so that it did 
not have | to come out of the current resources of the medical schools 
which are already hard-pressed financially, if money was available 
through guaranteed mortgage loans or through loans made directly 
through the Surgeon General, many of the Medical schools would 
themselves organize medical group practice. 

One of our best teaching hospitals in New York which is affiliated 
with Columbia U niversity has one of our best medical groups. It 
occupies a building on the grounds of the teaching hospital, a separate 
building which the trustees of that hospital have turned over to the 
group because the *y appreciate the project as a valuable public service. 

With the stimulating effect of funds available through loans we 
would soon see a tremendous forward movement in this country. It 
will take generations for any large segment of the medical profession 
to change from solo practice to group practice. Fee-for-service will 
continue to be the predominant practice in this country long after 
I have gone. But without the interest and aid of Government, the 
evolution to a more modern and more economical and effective pattern 
of medical care will be long delayed. 

Mr. Hesevron. I do not recall you mentioning any participation 
in your project by the oldline life-insurance companies. Is there any 
connection or any consultation or any development along that line ¢ 

Dr. Barner. Our actuary is the actuary for one of the largest life 
and health insurance companies. We profit from the experience of 


the commercial insurance companies as they profit from ours. We are 
in a different kind of business, however. A commercial insurance 
company sells a dollar indemnity for dollar premiums. We sell 
service. 

I can make this point clearer in the hospital field. You will receive 
shortly the report of the Gordon Gray Commission, the Commission 
on the Financing of roa al Care, which was established under the 


auspices of the American Tospital Association. It has just completed 
a 2-year study on the financing of hospitals, and I was chairman of its 
prepayment committee. 

Its report has just been released and will appear in next Sunday’s 
paper, I believe. The final complete report of that commission will 
be published in four volumes. One volume on prepayment for hospi- 
tal care will reveal the tremendous differences in benefit gaps even 
between the various Blue Cross and other hospital insurance plans. 

Many people have a mistaken idea that Blue Cross plans are about 
the same in their benefit coverage all over the country, but they are 
quite different. 

One Blue Cross plan will provide complete coverage benefits for 
21 days in hospitals; and another for 60 days; still another 90 days. 
And there are some that will meet the hospital bill for 120 days. 

The required differences in premiums rates to extend benefits is not 
very great. Unnecessary fear has kept some plans from extending the 
benefits and making them comparable. 

There are Blue Cross plans that do not provide any benefit for 
babies in the first 3 months of life, a period with the highest death 
rate of any time of life. Other Blue Creme plans will cover it. Yet 
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when the effect of such coverage upon the premium structure is 
analyzed it proves to be negligible. It is possible to gradually elimi- 
nate the differences in benefit coverage between the various Blue Cross 
plans. I cannot say the same thing for commercial insurance. 

Commercial insurance companies will sell anything people want for 
any price they want to pay. They have a certain sales advantage over 
Blue Cross in that when buying a commercial insurance contract for 
hospitalization coverage, you are buying dollar benefits. You do not 
know whether the dollars that are going to be paid to you as indemnity 
when you get into a hosiptal, will meet your bill, even if you go into a 
semiprivate room where the Blue Cross insurance benefits would cover 
you completely. 

The cash benefits paid by the commercial companies does not neces- 
sarily depend upon the cost of the hospital care, whereas the premium 
structure of Blue Cross is based upon hospital costs because Blue Cross 
plans pay the hospital the full cost, or practically the full cost. 

Asa result, when the cost of living rises and the cost of hospital care 
rises, the Blue Cross must increase its premiums because it must pay 
the hospitals at cost. Commercial companies are not so obligated. 
If you do not enter a hospital for 20 years, you do not know until 20 
years after you purchase a commercial insurance contract whether you 
have been carrying insurance for 20 years that eventually is not going 
to meet your hospital bill. 

This gives me some doubts concerning some features of the proposed 
bill on reinsurance. Apparently enough attention has not been paid 
to the tremendous differences that exist even among the Blue Cross 
plans which are the most stable and the most common pattern of hos- 
pital insurance. Even the Blue Cross plans vary greatly in their cov- 
erage. If a reinsurance fund were to indemnify people for catas- 
trophic costs beyond a certain amount, it may penalize subscribers in 
those plans that give the broadest coverage and therefore require the 
least supplementary assistance. Reinsurance as proposed in the bill 
would reward the plans with the least coverage. It seems to me at 
first glance that these considerations have not been given adequate 
attention. It is going to take a lot more thinking before you can work 
out a bill which will equitably justify reinsurance. 

Mr. Hesetton. I am sure the committee will welcome your develop- 
ing that analysis, and reaction, and particularly in terms of the report 
you say is to be made this weekend. 

I think, Mr. Chairman, the committee would like to have a copy of 
that report. 

Mr. Hinsuaw. Indeed we would. 

Mr. Heserron. Could you see that a copy was addressed to the 
clerk? 

Dr. Barnr. Yes, sir. 

Mr. Heserron. I have looked over hastily these two pamphlets, 
the one entitled “HIP Health,” and the other is a comprehensive 
project for prepaid medical care. We had some testimony as to ob- 
jections which have arisen because of alleged violation of ethics, in 
terms of advertising. 

Of course, we have also had testimony that the public is benefiting 
almost in direct relation to the enlightenment they receive as to what 
they can purchase in the way of coverage. 
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Is this circulated widely ? 

Dr. Barur. No. 

Mr. Hesetton. Is that because of any charge that it would be un- 
ethical ? 

Dr. Barner. That pamphlet is for people who are subscribers or are 
prospective subscribers. If a business or industry should desire or be 
interested in enrolling its employees, this is the information they get. 

Mr. Heseuron. It is only given on request ? 

Dr. Barner. Yes. As you have pointed out, it is very important that 
the public know of the existence of a plan that has been established un- 
der State law to be sold to people. We believe the public has a right to 
know of the existence of the Plan, its rates and benefits, and its method 
of operation so that they can decide whether they want to belong to it. 

If they do not know about it, the Plan cannot grow. There has been 
an attempt to prevent HIP from advertising, even from advertising 
merely the existence of the Plan, its rates and benefits, and methods of 
operation. 

Mr. Hesetron. You say there has been an effort to prevent you ? 

Dr. Barnr. Yes, sir. 

Mr. Hesevton. By whom? 

Dr. Barur. By certain county medical societies. 

Mr. Hesetron. Within the city of New York? 

Dr. Barr. Yes. May I explain? 

When HIP was first established, I went before my own county 
medical society which is the New York County Medical Society and 
asked, “Do we have a right to adverise?” 

I pointed out that the American Medical Association had indicated 
that we had that right. The judicial council of that organization 
has said—that insurance plans like ours which are lay sponsored must 
advertise and “such advertising is permitted.” Those are the exact 
words of the judicial council of the American Medical Association. 

I appeared before our county medical society as early as 1947 or 
1948, and stated that we did not wish to violate medical ethics, but 
thought we would not be violating them if we advertised discreetly 
and properly. 

I requested that an official interpretation of the Principles of Medi- 
cal Ethics be issued by the society for our protection against criticism. 
The society then published an official interpretation of the code of 
ethics, in which it was said that we had a right to advertise along the 
lines that I have just outlined, and that the association of physici ians 
with medical groups serving subscribers under the Plan was not 
unethical. 

That continued to be the official interpretation of the County 
Medical Society of New York, from 1948 until 1952. The interpre- 
tation was then rescinded in 1952. I went before the county medical 
society, and asked whether the rescinding was intended as an incite- 
ment to doctors who opposed our Plan to attack us on grounds of 
advertising, because we had on a few occasions advertised. 

They said, “No,” and I said, “Will you publish then an interpre- 
tation of your rescinding action, so that the members of the county 
medical society will know that your action is not to be interpreted as 
an incitement to level charges of unethical conduct against our 
doctors.” 
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The societies complied with this request and published such a state- 
ment which in substance said to the doctors, “Do not interpret this 
rescinding as evidence that we think advertising by a nonprofit medi- 
cal insurance plan like HIP is ethical or unethical.’ 

Mr. Hesetron. Before you leave that, would you be good enough 
to furnish the committee the first statement, or first interpretation, 
the text of it, a copy or copies of such advertisements as you made, 
and a copy of the rescinding order, and of the statement issued at your 
request interpreting that rescinding order? 

Barur. Yes, sir; I shall be glad to do so. Could I make one 
additional statement ¢ 

Mr. Hinsuaw. Pardon me, do you wish that placed in the record 
at this point ? 

Mr. Heseiron. Just submit it to the committee for its own use. 

Mr. Hinsuaw. All right. 

Dr. Barur. In 1949 the Medical Society of the County of Queens 
adopted the same interpretation of the code of ethics in regard to 
advertising that had been adopted by the Medical Society “of the 
County of New York, the exact wording. In 1951 the Medical So- 
ciety of the County of Queens rescinded this interpretation of the 
code of ethics. We challenged that rescinding and advertised. We 
had to have a decision as to whether we are to work in the dark with 
the public uninformed. Even today in the city of New York a great 
majority do not know what HIP is or how it differs from any other 
insurance plan. 

We advertised and the Queens County Medical Society then 
brought charges before their board of censors against one of our doc- 
tors for being associated with a medical group that provided medical 
services to subscribers of HIP which had advertised. Our advertis- 
ing adhered to the facts concerning the Plan, what its premiums 
were, how comprehensive its coverage was, and how the Plan oper- 
ated. It also stated what its limitations and its exclusions were 
and what its rates were. This HIP physician was found guilty of 
unethical conduct by the county medical society but because of the fact 
that he had contracted to render services to HIP subscribers through 
his medical group at the time and in a year when the county medical 
society had said it was ethical for us to advertise, no punishment was 
inflicted. 

We have appealed that ruling of the county medical society to the 
State society. The State society has sustained the county society and 
our next course of action is an appeal to the house of delegates of the 
State medical society, which action is pending. However, the house 
of delegates will not meet until next May. If the house of delegates 
sustains the county society of Queens, we shall take an appeal to the 
judicial council of the AMA which is on record as stating that plans 
like ours must advertise and such advertising “is permitted.” 

The matter is of vital importance to us as you, Mr. Chairman, have 
indicated. However, in order that there should be no further dispute 
about this matter, we have not advertised in 18 months since that de- 
cision of the Queens County Medical Society. However, we are 
being severely handicapped by the fact that we cannot bring our exis- 
tence to the attention of the general public through advertising. We 
do not, at this time, intend to advertise until we can get a decision. 
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We believe it is ethical, and we believe we shall ultimately win both on 
the ground of ethics and on the ground of law. HIP is incorporated 
under the State law as a nonprofit insurance company operating under 
the supervision of the State insurance department. The State would 
not have incorporated HIP and authorized it to do business and at the 
same time keep the public ignorant of its existence and its benefits. 

Mr. Heserron. When did that particular act become law ? 

Dr. Barner. The law under which we are incorporated is article 
9 (c) of the Insurance Act that was passed about 12 years ago. 

Mr. Hesevron. That is all. 

Mr. Rogers. Doctor, you might have stated this, but I did not get it 
if you did. What would you say is a minimum average cost per 
annum at which comprehensive medical care plus hospitalization can 
be provided through group plans such as yours ¢ 

Dr. Barner. Between $185 and $190 a year per family of 3 or more. 
I think that figure would be true more or less with shght variations 
around the country. For a family without regard to size, the HIP 
premium is $128 a year plus whatever the Blue Cross or other hos- 
pital instirance is, which is about in our area $57, That comes some- 
where between $180 and $190 per year per family. 

We do not believe that people who are earning $2,000 or $3,000 a 
year can afford that much. But we feel that they should contribute 
as much of it as they can. In New York State insurance premiums 
must be in fixed amounts. It is not permitted by the insurance depart- 
ment to be on a sliding scale, a percentage of wages. However, the 
insurance department has permitted HIP to make a break at the 
$5,000 top salary for an individual or $6,500 for a family. People 
above that income level may be enrolled if they come in the plan with 
employee groups, most of whom are in the lower levels of income. 
People earning more than $5,000 ($6,500 family income) must pay 20 
percent higher rates than the base premium. 

We have about 24 citywide labor unions that buy medical care for 
their members from us out of union welfare funds. These unions 
obtain their funds from the employers as a percentage of wages. 
They pool this into a fund out of which they pay us on a fixed-pre- 
mium basis per member or per family. 

Mr. Rocrers. Now, doctor, what is the average compensation that you 
pay to doctors who associate themselves with you, if you care to state 
that? If you do not care to state it, do not do so. 

Dr. Barnr. Most HIP medical groups that are of average size (14, 
000 enrollees) or larger will give a young doctor who has just finished 
his internship and residency, if he is a man of good training and 
quality, an office rent-free in their medical center and pay him $12,000 
a year to begin with. Some groups are not able to afford that much 
because their enrollment and group income is still too small, but the 
average-sized group can do that well. Thereafter, if the young phy- 
sician remains in the group for more than 2 years, he becomes eligible 
for partnership in the group. This is in accord with our contractual 
relations with the groups and is designed to avoid any exploitation 
of salaried doctors. Within 2 years almost all new physicians become 
voting partners in the group. From that time on they share in the 
total income of the group like the other partners and own a share 
of the equity in building and equipment. 
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Mr. Rocers. He does share in any profits that you set aside each 
year ? 

Dr. Barner. In any surplus that his medical group sets aside. The 
group receives per capita remuneration from HIP, about $29 a year 
per enrollee. Out of that income the group meets the operating ex- 
penses of its center and the salaries of its doctors. It may set aside 
a reserve for improvements, depreciation, and so forth. Every part- 
ner in the group owns a share of the capital and when he retires at 65, 
in addition to the retirement benefit which he gets under our retire- 
ment plan, the capital that he has in that building will have returned 
to him. 

Mr. Rogers. You have a fine organization there, Doctor, I will tell 
you that. 

Dr. Barnr. The opposition just won’t understand. They have never 
properly investigated us or even visited the medical group centers. 
It would not be too difficult to get similar plans like ours started 
elsewhere if guaranteed loans could be made available under stand- 
ards that would assure efficient operation and maintenance of the 
quality of medical care. As provided in your third bill, direct loans 
from Government or guaranteed loans from lending institutions 
should only be made if 75 percent of the services rendered in such 
a medical center are for comprehensive prepaid group practice. If 
loaned money were available, I think that you would find that prepaid 
group practice would spread rapidly throughout the country. 

Mr. Rogers. Would you care to state what is the maximum amount 
that you made in any one year during the existence of your organi- 
zation ? 

Dr. Barur. The total premium income, you mean ? 

Mr. Rogers. No, the profits your group has made after paying all 
expenses. 

Dr. Barner. Well, the medical groups don’t operate that way. 

Mr. Rocers. They don’t ? 

Dr. Barur. Oh, no. They distribute all of their capitation income 
to their participating physicians every year as salaries. If there is @ 
little left, the partners vote whether they will buy more retirement in- 
surance or more equipment, or whether they should enlarge the 
center. Only a small reserve is retained by the groups each year as 
working capital. 

Mr. Rogers. You do not set up a reserve for that? 

Dr. Barner. The health-insurance plan itself doesn’t need much re- 
serve. The State insurance department requires the plan to set aside 
a 4-percent statutory reserve annually which now amounts to $2 mil- 
lion. The plan itself does not need the large reserves of other insur- 
ance companies which must be prepared to meet unpredictable money 
contingencies and commitments in case of an epidemic. In the event 
of an epidemic, 3 or 4 times as many medical services may be required, 
for the payment of which on a fee-for-service basis, the medical ex- 
pense insurance companies and Blue Shield plans must maintain large 
reserves. This is not true of a plan like HIP which remunerates its 
medical groups on a per capita basis regardless of the fluctuatin 
volume of work which their participating physicians may be called 
upon to render. All of the premium money that is received monthly 
by HIP except for that needed for the statutory reserve, operating 
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expenses, and a few minor contingencies for people who may get in- 
jured and sick out of town is distributed to the medical group in the 
form of capitation. 

Mr. Rocers. I thought that you set up a contingent fund that you 
sarned in the fat years to take care of the lean years that you might 
have. 

Dr. Barner. The medical groups may do that. They accumulate 
enough reserves to hire more doctors in case they are confronted with 
a sudden increase in work. Also, they need some reserves with which 
to pay a very good doctor a good enough salary to attract him. 

Mr. Rogers. Thank you very much, 

Mr. Hare. Dr. Baelr, yeste rday Dr. Lee was here—I do not believe 
that you were here to hear him—but we have had several doctors 
testifyi ing and Drs. Lee and Loos st ressed the desirability of separat- 
ing medical service insurance from hospital insurance. Mr. Kaiser 
stressed exactly the opposite point of view and they have constructed 
their hospitals. Have you any comment on that? 

Dr. Barnr. I agree with Dr. Loos and Dr. Lee and not with Mr. 
Kaiser on that matter. In fact, in our State it iscompulsory. Under 
article 9 (c) of the State Insurance Act, there must be a separate non- 
profit corporation for hospital benefits independent of the nonprofit 
corporation for medical care benefits. They must have a separate 
board of directors and must be financially independent of each other. 
They must keep their finances absolutely separate so that the money 
that people pay for hospital care goes to hospitals, if and when the 
subscribers need it, is completely separated from the money that is 
needed to pay doctor's bills, J believe that that is correct. 

Mr. Kaiser had to set up his plan on a combined hospital-medical 
care basis. I do not think that that is the pattern that should be fol- 
lowed throughout the rest of the country. 

Mr. Hate. You spoke of the States which have adverse laws to 
these health insurance groups. You do not know the names of those 
States ¢ 

Dr. Barnr. I could get them for you. 

Mr. Hate. I think it would be very helpful to the committee if you 
could furnish us with the names of the States which have laws that 
prevent the development of programs of this kind. 

Dr. Barur. I think Mr. Voorhis will testify before this committee 
next Monday. He is the head of the Cooperative Health Federation 
of America, which is located in Chicago, and I think that he can pro- 
vide a list of the States and a transcript of the State laws that prevent 
the establishment of prepaid group practice and the provision of pre- 
paid comprehensive medical care. 

Mr. Hate. It would certainly be most helpful for us to have such 
a list. 

Now, I have one other question I wanted to ask you. I wanted to 
ask you about the medical services in the first year of an infant’s life. 
I think that you said he required 14 services. Did that mean an 
average of 14 visits by 1 doctor or by 14 different doctors? What 
do you mean by that? 

Dr. Barnr. The way we have our plan set up is that every pregnant 
woman, with very rare exception, is delivered by a qualified obstetri- 
cian. We can do that in a city like New York, and it could perhaps 
not be done elsewhere because of the shortage of qualified obstetricians. 
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The moment the baby is born, the pediatrician of the group takes 
over the responsibility for the infant in addition to the family doctor. 
If we are going to reduce those deaths in the first year of life that are 
preventable, a a skilled pediatrician is desirable during that period. 
The pediatrician renders nearly all of these 14 services per year 
although some may be rendered by the family doctor. They are 
largely preventive services of various kinds, concerned with problems 
of feeding, immunization and well-baby examination. In addition 
to an average of 14 doctor’s visits there are the visits of a visiting 
nurse. 

Mr. Har. You used the figure “14,” did you not? 

Dr. Barnr. Somewhere between 14 and 15. 

Mr. Hare. It is 14 or 15 what? 

Dr. Barur. Doctor’s visits per year per child during the first year of 
life. 

Mr. Hare. That is what I was trying to get definitely in the record. 
Now, there has been quite a little testimony here before the committee 
in the hearings during the week—and you have suggested it as well— 
about the changes in public opinion toward this type of medical organ- 
ization during the last 20 years. You agree, I take it, that there has 
been a very pronounced change of opinion ? 

Dr. Barner. A very great change is rapidly rolling up. 

Mr. Hate. To what do you attribute that change? 

Dr. Barnr. I think it is attributable to the existence of plans like 
Dr. Lee’s, Mr. Kaiser’s, Ross-Loos, and ours, to the fact that they 
are successful and that they are holding a large body of satisfied sub- 
scribers in spite of their relative high premium costs. 

Mr. Harr. Now, on pages 11 and 12 of your statement, there is some 
material which is particularly interesting to me where you discuss the 
role of the Federal Government. Of course, that is where we come in. 
You say in the middle of page 11, “Federal assistance to the States 
might first be limited to grants-in-aid to encourage the States to survey 
existing deficiences in medical care within the States, to determine,” 
and then you enumerated 6 things. Why shouldn’t the States do that 
duty without getting any grants-in-aid from the Federal Government ? 

Dr. Barner. They never did it for hospitals until they received 
grants-in-aid for surveys under the Hill-Burton bill. The Federal 
grants did not amount to much money. They were matching grants, 
the Federal Government contributing one-third or one-half, depend- 
ing upon the State. These small Federal grants had a revolutionary 
effect upon the development of knowledge at the State level concerning 
deficiencies in hospitalization throughout certain States and what 
could be done about it. The States, for the first time, had a inaster 
plan for developing hospital facilities. I think with very little money 
for the survey from the Federal services, the Hill-Burton Act exer- 
cised a wonderful influence upon hospitalization throughout the coun- 
try which is only beginning to be felt. 

Then, with your matching grants of $75 million a year to aid in the 
setting up of the most essential hospital facilities, much was accom- 
plished. In the city of New York, to show you what happens in that 
presumably wealthy city, not more than $1 million a year was made 
available from Federal funds as matching grants for urgently needed 
hospital facilities. You would think that $1 million a year wouldn’t 
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have any effect upon the hospital requirements of the great city of New 
York. But, here is the result: The State hospital survey commission 
through its local agency, the Hospital Council of Greater New York, 
made a study of the unmet needs in the city which were of greatest 
urgency. It was determined that the greatest need was for facilities 
to lower the death rate among the ne .wborn infants. Out of 1,000 live 
births, 20 infants die during the first month, largely due to prema- 
turity. So, the first $1 million was offered as matching grants to those 
hospitals in the city which would immediately provide two-thirds of 
the cost of setting up a premature center designed to save the life of 
premature infants. You would be surprised what happened. Some 
of the best institutions in our city which never had such an organized 
service for prematures immediately established one. Today, that need 
is taken care of completely. 

The Borough of Queens in New York has grown up enormously in 
population within a matter of 10 or 15 years and now one million and 
a half people live in a borough that only recently was largely vacant 
fields. Only seven small voluntary hospitals had been built in the 
days when that was a village-like area and it was impossible to stimu- 
late the trustees of these valiiaheahi teeenitele to increase their bed space 
so as to take care of this big population. With what was left of the $1 
million each year, we have persuaded a few of them to extend their 
beds. The grant-in-aid of only one-third the cost persuaded them to 
raise the other two-thirds themselves. 

Mr. Hate. Your answer to my question is particularly interesting 
because the Hill-Burton Act emanated, in part, from this committee, 
and I am glad to know that we did such a good job. 

Dr. Barnr. I don’t know whether you know how good itis. I know 
because I am chairman of the master plan committee of the Hospital 
Council of Greater New York. One million dollars a year, which is a 
drop in the bucket for New York, has been put to very good use. It 
has made an enormous difference to our city. I can imagine what the 
Hill-Burton money has accomplished in less well-endowed communi- 
ties. 

Mr. Hater. I can see that considerations of medical science might 
be one thing and political science another thing. The relations of the 
Federal Government to the several States is a basic question in our 
national life. It is undergoing special study at the hands of a commis- 
sion which the President has appointed. It is a terribly important 
and terribly difficult subject from the standpoint of the people who 
are running the Federal Government and want to keep the expenses of 
the Federal Government within bounds. They are faced with the 
fact that there is not one of the States that is not far better run from 
the standpoint of a balanced budget and a lot of other things than the 
Federal Government. 

It seems essentially wrong to me that the impulse for all of these 
things, hospital construction and health programs, has to come from 
the Federal Government. The impulse ought to be able to spring 
from the State level. 

Dr. Barnr. Very often, it does. 

Mr. Hatz. Do you think it will not do that ? 

Dr. Barur. In many areas, I think it will, but medical care is so 
complex that I think a little bit of incentive from the top would help 
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a great deal. I, particularly, am impressed with the second and third 
of the bills introduced under Mr. Wolverton’s sponsorship because 
the small amount of Federal money which would thereby be appropri- 
ated could result in a great change in the pattern of medical practice 
to the great advantage of the American people and, I believe, to the 
great benefit of the medical profession. 

Mr. Hate. Have there been any hearings or studies conducted in 
the New York State Legislature on this subject ? 

Dr. Barur. Years ago, when lots of people were talking about com- 
pulsory insurance, there were. The commission that was appointed 
fell apart because of the conflict on compulsory versus voluntary in- 
surance and never got very far. However, I know that there is a re- 
newed interest and a new chairman of the senate committee on public 
health was only elected a few days ago in our State. There is increas- 
ing interest in this field. I think chat the Federal Government has a 
role to play which can be small in terms of dollars but very great in 
influence upon the communities. In fact, your third bill might not 
cost anything but it would have a tremendous influence on promoting 
a forward movement in all of the States. 

I certainly think that the Federal Government, as well as State and 
local governments, must be concerned with the nonwage and low- 
income group in the population. Their medical needs require restudy. 

Mr. Hate. Thank you very much, Dr. Baehr. Your testimony 
has been of great interest to me. 

Mr. Youncer. I have no questions, but I want to say I appreciate 
your statement very mucb. 

Mr. Hrnsuaw. There is one question which remains to be answered 
directly and that is what the income of your average group doctor 
makes out of his plan, out of one of these successful plans, is. What 
income can a doctor expect to make in a year? 

Dr. Barur. Well, it varies with every medical group, with their 
methods of operations. I cannot answer that question categorically. 
It depends in part upon the definition of full-time versus part- 
time service. The average doctor who is completely occupied with 
medical practice, works about 56 to 60 hours a week. This includes 
seeing patients and travel time. In HIP groups, full time is 42 hours 
a week. The rest of the time, a physician may spend at hospitals or in 
promoting his education or in the conduct of other noninsured prac- 
tice. For a 42-hour week, I would say that and HIP family doctor in 
the larger groups averages about $12,000 or a little more, between 
$12,000 and $14.000 a year. And in his free time he can earn additional 
money in non-HIP practice. 

The HIP income of the specialists varies according to the years of 
experience, their position in the group, their hospital connections. I 
could not give you a categorical answer. On an hourly basis, their 
salary surely is more than twice that of a family doctor. They can- 
not reach the peaks of professional income that a man can in solo 
practice. They can only reach an income that bears a definite relation- 
ship to the income of the family doctor. They are all equal in the 
partnership. They have equal voting powers and the family doctors 
sit with specialists on executive committees of the groups. In some 
groups a family doctor is the director because he was elected by the 
group because of his administrative ability. 
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Mr. Hinsuaw. You said that a young man just out of college, full- 
time and without any previous general practice except for his residence 
in a hospital, would be paid a salary of $12,000. 

Dr. Barnr. That is in the larger groups; it is not true as yet in the 
smaller groups. Out of 1,000 doctors, the great majority are still on 
part time. Therefore, when you consider that the total « capitation 
paid to 30 medical groups, is almost $12 million, and divide that 
among 1,000 doctors, you must remember that most of these doctors 
especially the specialists are on part time. For example, dermatolo- 
gists are not used for more than a quarter of their time, even in a large 
group for there isn’t enough work for them. An orthopedic surgeon 
may only be required half time in a group until its enrollment reaches 
a very large size. 

So that from the total numbers of doctors and the amount of income 
to be distributed, you do not get the average income per doctor, or even 
the average income per full-time doctor. “Many of the medical groups 
pay their physicians on a time basis, depending upon whether they 
devote a quarter of their time, half time, three-quarters of their prac- 
tice, or full time to the group. 

Mr. Youncer. If you will yield for one question there. In some of 
the plans that have been explained, the partners, although they do an 
outside practice, turn in to the group the fees that they receive. Do 
the partners in your groups do that? 

Dr. Barnr. I wish they did, but they don’t. They retain their 
own income from outside practice. I wish they did do it, but we 
couldn’t get started that way. Pooling of all income is done by most 
other group practice units around the country. It is not true of group 
practice under HIP because we never could have started unless our 
physicians were able to keep their non-HIP income to support them- 
selves until they got to the point where the HIP income was adequate. 
Now that it is adequate and the interest of the physicians becomes 
more and more centered in HIP work, they still do not pool their 
income. A few beginnings have been made in some of the groups in 
which there is pooling of all income as in other group practice around 
the country, but that is only beginning to develop in HIP. 

Mr. Hinsuaw. I think Dr. Lee’s plan where the junior partner 
averaged about $20,000 a year and the senior partner of long standing 
something like $35,000 a year, out of his practice with the founda- 
tion, was given to us. That might have been Dr. Lee’s testimony. 

Dr. Bazur. We have some physicians and surgeons working full 
time, or practically full time, who are earning, or rather the surgeons 
are earning almost up to that top figure. A number of busy surgeons 
and specis slists earn $20,000 a year or more out of HIP practice. 

Mr. Hinsuaw. Let me ask one further question. Are all of your 
doctors members of the American Medical Association ¢ 

Dr. Barur. They are all members of the American Medical Asso- 
ciation and of their county medical society. 

Mr. Hinsuaw. There is no attempt to exclude them ? 

Dr. Barur. There has been one recent attempt. We took an appeal 
immediately to the State society and before the case came to trial, the 
county society admitted the doctor. 

Mr. Hrnsuaw. You, therefore, have no difficulty in obtaining hos- 
pital privileges for your doctors? 
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Dr. Barur. Most of our doctors have their hospital staff appoint- 
ments before they come with us. We have had some difficulties because 
of antagonisms, but the Plan is gaining such general acceptance among 
hospital trustees that they usually resist the attempts of members of 
the staff who try to exclude our doctors. We have had trouble with 
only one hospital. A hospital in Queens dropped nine of our doctors 
from the staff at one time for very flimsy reasons that had no real basis. 
For 10 years I had been an honorary consulting physician to that hos- 
pital. The hospital dropped me from the staff without cause. How- 
ever, New York City has so many hospitals that all our specialists have 
excellent staff appointments. We require every physician to have an 
appointment in a hospital, even the family doctors. If a family doc- 
tor hasn’t a hospital staff appointment, we require him to take post- 
graduate courses every year. We flag his card in our records to see 
that he takes those courses. 

Mr. Hiysuaw. I brought the subject up because I think that it is 
well recognized by the lay person who occasionally has reason to use 
hospitals for himself and his family that doctors who are not on the 
staff of a particular hospital or on any staff, sometimes have obstacles 
to overcome, let us say, in obtaining the necessary services from the 
hospital itself. That seems to me to be odd to say the least. It seems 
to me that meenenen a doctor has a patient who should go to a par- 
ticular hospital or who wants to go to a particular hospital, the 
doctor should be admitted to that hospit al to treat his patient and 
given all of the services of the hospital without any withholding. I 
don’t understand those things, but that is something in the medical 
profession. 

Dr. Barnr. Nearly all voluntary and municipal hospital are closed 
hospitals. The board of trustees under the law is responsible for the 
quality of medical care. They select the staff with the advice and 
guidance of the medical board. They only need a limited amount of 
staff, however. Some voluntary hospitals differ only slightly from 
proprietary hospitals for many do not have free ward services and 
provide only private and semiprivate patient accommodations. They 
are called voluntary because they are nonprofit but there is no good 
reason why those hospitals should not open their doors and become 
open hospitals. 

If a county medical society should declare our doctors unethical, 
even wrongly, because we advertised legitimately as we are allowed to 
do by law; before that case could be decided by the judicial council 
of the AMA or eventually by the courts, several years would pass. 
Meanwhile, the county medical society has an agreement with most 
eaere that every doctor must be a member of his county society. 

If our 1,000 doctors should lose their hospital privileges because they 
were denied membership in the county medical society, it would be a 
very serious matter. 

Mr. Hinswaw. Well, perhaps, that is the reason why this Perma- 
nente foundation included hospitals in its plan. 

Dr. Barnr. HIP is the only nonprofit plan that doesn’t own or lease 
its own hospitals. The Ross-Loos Clinic has an arrangement with the 
Queen of Angels Hospital in Los Angeles, whet eby it takes over a 
certain block of beds which are for their own use, although the hos- 
pital is operated by the Sisters. HIP does not erect its own hospitals 
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because New York City has all of the hospital beds that it needs for 
the population. They are not distributed very well, but the city has 
enough beds for the size of the population. It would therefore be an 
error on our part to interfere with community planning by erecting 
our own hospitals. By duplicating existing hospital facilities, we 
would create a surplus of beds in New York City and many voluntary 
hospitals would be financially affected. 

Being interested in the master plan for hospital facilities in the city 
of New York, I am averse to our own health-insurance plan going into 
the field of hospital construction unless we are absolutely forced to 
do so by the exclusion of our doctors from existing institutions. That 
has not happened as yet. 

Mr. HinsHaw. Of course, New York is fortunate in having adequate 
hospitalization. 

May I ask one more thing. According to the figures which you 
have presented, I believe that you count about 500 patients for one 
doctor, or 500 potential patients. That is 500 participants in the plan, 
is that correct ? 

Dr. Barner. Well, it happens to be, right now. But a family doctor, 
if he is almost full-time, can look after the medical needs of anywhere 
from 1,200 to 1,500 individuals. It depends upon the pediatric or 
child-care policy of his group. Many medical groups provide expert 
pediatric care routinely to all children up to puberty, up to 13 years 
of age. Half of our groups do that. 

We have other groups that provide pediatric care routinely to chil- 
dren up to school age, up to 6. We have other groups that provide 
pediatric care only up to the end of the first or second year. 

About 12 percent of all doctors’ services are house calls under our 
plan. When it comes to the children, about 30 percent of all of the 
calls are house calls. 

If it is the policy of a medical group to have a pediatrician respon- 
sible for most of the child care, the family doctor is thereby relieved 
of some of his work and he can therefore take on more individual 
patients than the average because he has fewer house calls to make. 

If you divide the number of doctors into the number of subscribers, 
you get only an average figure. But even this average varies with the 
different groups. ‘There are family doctors that have less than 500 
enrollees and there are others that have 1,500 or even 1,800 people on 
their panel. 

Mr. Hinsuaw. I mentioned the figure, because the figure that you 
last mentioned of 1,200 to 1,500 persons per physician, per family 
doctor, has been made before. But your figures that you submitted 
indicated 500 and so I was estimating the percent of time that was 
devoted to this group plan and the percent of time that must be de- 
voted elsewhere. Half of the time would be on the average in the 
plan and half of the time on solo medical practice. 

Dr. Barnr. No, it varies. Much depends upon how much solo prac- 
tice a family doctor has. There are men who as I said are absolutely 
full time and do no solo practice at all. They are as yet in the minority 
There are others, 80 or 90 percent of whose work is insured practice, 
and then there are other men who have 50 percent or even less of HIP 
practice. That is particularly true of some of the specialists, many 
of whom are not needed by the group on a full time basis. 
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If you wish to know how many full-time doctors are needed per 
1,000 population, including family doctors, pediatricians and obste- 
tricians and specialists in a group, I can tell you that on a 42-hour- 
week basis, 1 full-time physician is required for every 800 subscribers. 

Mr. Hinsuaw. How many hospital beds per 1,000? 

Dr. Barner. In New York City we have about 4. 

Mr. Hinsuaw. Four per thousand ¢ 

Dr. Barur. Yes. 

Mr. Hrnsuaw. I believe it was submitted that two per thousand 
was adequate elsewhere. 

Dr. Barner. I don’t think we use 4 per thousand in HIP. We will 
know the exact figure when the study of our experience which is being 
made by Dr. Lowell Reed’s committee is completed. Under a system 
of comprehensive medical care, completely prepaid and with labora- 
tories and X-ray facilities right in the group centers, people are not 
sent into the hospital needlessly for a work-up as they may be under a 
Blue Shield or commercial insurance plan which pays indemnity only 
if the patient is hospitalized. 

When a person is covered under Blue Shield or commercial insur- 
ance, and a doctor says you need some X-rays, the pe atient is apt to 
say, “Why not admit me to the hospital, where it won’t cost anything.” 
No patient says that to an HIP doctor because he gets the service on 
an ambulatory basis without extra cost. 

Furthermore, we can complete the work-up of a patient who needs 
an operation in the ssedioal group center before admission to the hos- 
pital and thereby save many days of needless and costly hospitali- 
zation. 

Furthermore, the HIP patient can be allowed to go home sooner be- 
cause he is entitled to medical care at home and even visiting-nurse 
services without any extra charge. 

So I believe the number of beds that we use and the length of stay 
in the hospital is decidedly less than with other forms of insurance. 
The medical expense indemnity plans are actually an incentive to the 
doctors to put their people in hospitals where it is exceedingly costly. 
The incentive of HIP is to keep the patient out of hospitals for diag- 
nostic procedures and treatment. 

Mr. Hrnsnaw. Thank you very much, indeed, Doctor, and we hope 
that we can call upon you for further advice, perhaps by mail if that 
is needed, and in the meantime your contribution is greatly appreci- 
ated. 

There are a number of documents submitted by the witness which 
will be included in the record at this point. 

(The documents referred to follow:) 


ADDITIONAL INFORMATION SUBMITTED FOR THE ReEcoRD By Dr. George BAEHR, 
PRESIDENT AND MEDICAL DrkecTOR, HEALTH INSURANCE PLAN OF GREATER NEW 
YORK 

MepDicaL Group AGREEMENT 
Agreement made this j 19__.__, between Heattn IN- 

SURANCE PLAN OF GREATER NEW York, a nonprofit corporation of 7 East 12th 

Street, Borough of Manhattan, New York City 3, New York (hereinafter called 

HIP) and 


a duly constituted medical group practice unit (hereinafter called the Group) 
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offering to render medical care to insured persons of HIP, as hereinafter pro- 
vided. 

Whereas HIP, a nonprofit corporation organized under the laws of the State 
of New York, has for one of its purposes: 

“To establish a plan or plans under which subscribers and their families, in 
groups or as individuals, under agreements with the corporation, may be pro- 
vided with medical care and attention in any or all of its branches through duly 
licensed physicians * * *,” and 

Whereas HIP has made and is making contracts for medical care pursuant to 
which, upon the payment of certain charges and upon certain conditions and 
limitations, HIP will provide a plan or plans whereby persons insured thereunder 
will be able to secure medical services, and 

Whereas the GrovP is organized to provide and is desirous of providing medical 
services to insured persons as stipulated in the contracts and policies of insurance 
providing for such services to such insured persons, 

Now, therefore, in consideration of the mutual covenants contained herein, 

HIP on its part agrees: 

First: To make monthly payments to the GrouP at the annual rate of 
dollars and cents ($ ) per insured person during the existence 
of this agreement for the period during which such insured person is enrolled 
with the Group. 

Second: To make available to an authorized representative of the Group for 
inspection at its offices a copy of the annual financial report that it files with 
the Department of Insurance of the State of New York after such filing. 

The Group, on its part, agrees: 

Third: To provide to insured persons enrolled with the Group, the following 
medical services, subject to the limitations in the contracts and policies with 
HIP under which such persons are insured: 

(a) General medical, specialist, surgical, and obstetrical care; 

(b) Laboratory procedures; diagnostic procedures ; 

(c) Periodic health examinations, immunizations, and other measures for the 
prevention of disease; 

(ad) Physical therapy, ratiotherapy, and other therapeutic measures ; 

(e) Professional services for the administration of blood or plasma ; 

(f) Eye refractions; 

(9) Visiting nurse service at the insured person’s residence as prescribed by 
a physician of the Group; 

(h) Ambulance service from the insured person’s residence, or, in an emer- 
gency, from other locations within the area served by the Group, to a hospital, 
when ordered by a physician of the Grovp. 

Such medical services shall be made available and be provided at such times 
and at such places as deemed necessary and practicable by the Group, and shall 
be in accordance with accepted medical and surgical practices and standards 
prevailing at the time of treatment, and in conformity with the professional 
and scientific standards adopted by the HIP Medical Control Board. 

Such services shall be available in the offices of the Group, at the insured per- 
son’s residence or elsewhere within the area served by the GrouP, or in other areas 
approved by the Group and the Medical Control Board. The area to be served 
by the Group is as follows: 


and this area may be changed by mutual consent. 

The Grovp will also furnish the services of physicians in a hospital to which 
the insured person has been referred by the Group provided that the insured 
person maintains hospital insurance or bears the cost of hospitalization. 

If the Group cannot give adequate medical services to an insured person en- 
titled thereto, because the services of a specialist or specialists are required, and 
such specialist or specialists are not affiliated with the Group, such insured 
person shall thereupon be referred by the Group to a qualified specialist or to 
qualified specialists for medical services, without any cost to such person or to 
HIP, the cost of such services to be borne entirely by the Group. 

Insured persons shall not be entitled to— 

1. Medical services for any conditions, diseases, ailments, or accidental injuries 
which are: 

(a) covered by a Workmen’s Compensation Act or similar legislation ; 

(b) available as a right without respect to economic status to an insured 
person as a member or veteran of the armed or auxiliary forces of the United 
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States of America or to a member of his family under the laws of the United 
States or any state or political subdivision thereof ; 

2. Medical services for— 

(a) acute alcoholism; 

(b) drug addiction ; 

(ce) tuberculosis, during the period that the insured person is confined as a 
patient in a sanatorium or special hospital, or, if recommendation for such 
confinement has been made by a licensed physician and facilities for such con- 
finement are available but have been rejected by the insured person; 

(d¢@) mental or nervous disorders, after diagnosis, for which care by a psychia- 
trist is required ; 

(e) chronic illnesses in an institution other than a hospital for general care; 

(f) artificial insemination ; 

(g) anesthesia if administered in a hospital; 

3. Cosmetic (other than restorative) surgery: 

4. Electrolysis for epilation ; 

5. Services for dentistry or dental surgery; 

6. Prescribed drugs and biologicals used for prevention or treatment of dis- 
ease; prosthetic appliances; eye glasses, blood, plasma, and other substances 
ordinarily provided by donors; 

7. Special duty or private nursing service; 

8. The following medical services in a hospital, if the policies, rules, regula- 
tions, arrangements, or practices of the hospital prevent the Medical Group 
which referred the insured person to the hospital from providing such services: 

(a) administration of anesthesia, blood or plasma; 

(6) laboratory procedures ; diagnostic procedures ; 

(c) physical therapy ; 

(d) x-ray, radiotherapy and other radiological procedures. 

Fourth: To secure, equip, and occupy a Group Center adequate to provide 
the medical services set forth herein. Such Group Center shall include offices 
for physicians of the Group, quarters for the administrative staff, and such 
necessary facilities as are required for diagnosis and treatment. The Group 
Center shall conform to the standards promulgated by the HIP Medical Control 
Board on February 1953. 

Fifth: To have the approval of HIP as to the suitability of the location of 
the Group and the adequacy of its premises, including structural facilities, and 
such approval shall not be unreasonably withheld. 

Sixth: To secure the approval of HIP before any individual physician is 
associated with the Group and to submit, prior to such association, such infor- 
mation as shall be required by the Medical Control Board of HIP with respect 
to the qualifications of any such physician. 

Seventh: To furnish to HIP annually within ninety (90) days after the 
Grovup’s fiscal year a financial statement of the Group on agreed upon forms 
which are annexed and made a part hereof. 

Dighth: To permit the Medical Director of HIP or his authorized representa- 
tive to inspect the premises and equipment used by the Group and, likewise, to 
study all phases of the medical services provided by the Group to insured persons, 
including the review and study of the medical records of the Group relating 
to services to insured persons to the extent authorized by such insured persons. 

Ninth: To make available to HIP not later than ninety (90) days following 
the end of the month during which such services were rendered to insured 
persons all data and experience of its organization and operation bearing upon 
its services to insured persons in such manner and on such forms as are similar 
to those used as of the date of the execution of this agreement. 

Tenth: To maintain at the Grovp’s own expense a uniform medical record 
system of clinical recording, and reporting with respect to services to insured 
persons. 

Eleventh: To comply with all federal, state and municipal laws, statutes, 
ordinances, orders, rules, and regulations. 

It is further agreed between the parties hereto, that— 

Twelfth: The Group shall carry, at its own expense and in such form and 
amounts as are approved by HIP, the following insurance against the risks 
involved in providing medical services under the terms of this agreement 
and for the protection of the interests and property of the Group, its members 
and employees, insured persons, third parties and HIP; namely, malpractice, 
automobile liability (personal injury and property damage), personal injury 
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on the premises of the Group, employer’s liability, workmen's compensation, 
tire, and contingent liability. 

Thirteenth: Except as otherwise provided in the contracts of insurance with 
HIP under which insured persons are entitled to medical services, no fees or 
gratuities shall be accepted from or on behalf of insured persons by the Group 
or any of its members or employees for any of the services to which such insured 
persons are entitled under such contracts. 

Fourteenth: This agreement shall become operative on July 1, 1953 and shall 
continue in full force and effect for three years, until June 30, 1956. 

Fifteenth: At the termination thereof, this agreement shall be renewed under 
the same terms and conditions, or as thereupon or theretofore modified by 
mutual agreement, unless either party notifies the other not less than six 
months prior to the termination date of this agreement or of any renewal date 
thereof, that it will not renew such agreement. 

Sixteenth: This agreement may be terminated for cause by HIP or the Group 
upon not less than three (83) months written notice to the other, setting forth 
the reasons for such termination and the date upon which such termination 
shall hecome effective. In the event the Group shall contest the notice of 
termination, Paragraph “21” hereof relating to arbitration may be invoked 
only if the Group gives written notice thereof to HIP, within two weeks after 
receiving such notice of termination. In any case, this agreement may be 
terminated by the Group after giving not less than six (6) months’ written 
notice to HIP of its intention to terminate the contract. However, in no event 
shall a written notice of termination as provided for herein be given to HIP 
prior to one (1) year after the effective date of this agreement. 

Seventeenth: That if either party defaults in any of its obligations under 
this agreement or of any modification, amendment or supplement thereof or 
thereto, then the other party may elect to remedy such breach or default in 
the agreement to the extent within its power and shall charge the cost incurred 
in remedying such breach or default to the defaulting and breaching party. 
Should either party elect to remedy a breach or default such election shall not 
constitute a waiver of any of the provisions of this agreement nor of any 
subsequent breach or default thereof. 

Kighteenth: In the event of the expiration or termination of this agreement, 
the Group shall turn over to HIP all property belonging to HIP, and shall 
make available to HIP, to the extent authorized by insured persons who have 
been enrolled with the Group, such information and records as HIP may request 
concerning such insured persons. 

Nineteenth: This agreement, being intended to secure the personal services of 
the physicians associated with the Group, shall not be assigned, sublet, or trans- 
ferred without the written consent of both parties. 

Twentieth: The Group will not discriminate between insured persons and 
other patients or against any insured person because of color, race, creed, or 
place of origin. 

Twenty-first: In the event that the parties hereto shall disagree as to the 
interpretation of any of the provisions contained herein, or as to the rights and 
privileges of the parties hereunder, such disagreements shall be submitted to 
arbitration. One arbitrator shall be appointed by HIP and another by the 
Group, who jointly shall appoint a third arbitrator. The decision of two of the 
three arbitrators shall be final and binding upon both parties. The expense of 
such arbritration may be assessed by the arbitrators at their discretion against 
either or both of the parties. All such arbitration shall be in accordance with 
the Arbitration Law of the State of New York as the same shall be in effect at 
the time of such arbitration. In the event that a dispute shall arise as to 
whether or not a matter is arbitrable under this agreement, then such question 
shall be arbitrated in accordance with this paragraph. 

Twenty-second: The withdrawal of a partner or member from the Group, by 
resignation or otherwise, or the addition of a new partner or member to the 
Group shall not void this agreement. Either occurrence shall be reported forth- 
with by the Group to HIP, and thereupon this agreement shall be deemed to have 
been modified accordingly and a new partner shall be deemed to be bound here- 
under. 

Twenty-third: Should any increase in the capitation payment as provided for 
in paragraph “First” be made by HIP to any Group holding this form of agree- 
ment then all other Groups holding similar agreements shall be entitled. to 
receive and shall be paid a like increase in the capitation payment under their 
agreements with HIP and the increase shall be effective to each of the other 





1618 HEALTH INQUIRY 


Groups as of the date when HIP made the first increase in the capitation pay- 
ment to a Group. 

Twenty-fourth: Visiting nurse service shall be provided pursuant to contracts 
between HIP and the Visiting Nurse Associations. Such services will be paid 
by the Special Services Fund which shall be contributed to in its entirety by all 
Medical Groups with Medical Group Agreements with HIP as provided for in a 
Memorandum Agreement executed and dated simultaneously herewith. 

Twenty-fifth : This Medical Group Agreement shall not become effective and 
no provision hereof shall become binding upon any party hereto until and unless 
the Insurance Department of the State of New York has approved the new 
premium rates filed with the Department in order to make possible the payment 
of the fixed capitation set forth in paragraph “First” hereof. If the Insurance 
Department does not accept such new premium rates for filing upon which, the 
fixed capitation has been reserved in paragraph “First” hereof then this agree- 
ment shall be null and void and of no effect. 

IN WITNESS WHEREOF, this agreement is executed by HIP and the Group as of 
the date and year set forth above. 

HEALTH INSURANCE PLAN OF GREATER New York. 
By , President and Medical Director. 
By , Brecutive Vice President. 


MEDICAL GROUP 


FEesruary —, 1953. 
HEALTH INSURANCE PLAN OF GREATER NEW YorRK, 
New York 3, N. Y. 


GENTLEMEN : During the course of negotiating the renewal of the HIP Medical 
Group Agreement, the undersigned Medical Groups, through the medium of the 
Medical Group Council, and HIP arrived at certain mutual understandings which 
they agreed, were not properly includible in such renewed Medical Group Agree- 
ment. The above parties did agree, however, that these mutual understandings 
should be embodied in a letter-agreement which would be signed by the various 
parties simultaneously with the Medical Group Agreements. 

Accordingly, this letter when signed by the various Medical Groups and by rep- 
resentatives of HIP will serve and constitute the Memorandum of Understanding 
between the parties as to all those matters hereinafter set forth: 

HIP agrees: 

1. Not to inquire into the private incomes of Group physicians from sources 
other than HIP; 

2. To issue new identification cards to all insured persons by September 1, 
1953 and there is no arrangement as to further subsequent reissuance of identifi- 
cation cards; 

3. Not to change the coverage for insured persons insofar as these relate to 
benefits and exclusions in the service contracts and policies issued by HIP, with- 
out the consent of the medical groups holding agreements with HIP. This para- 
graph shall not apply and has no relationship to out-of-area coverage and HIP 
is not bound hereby for “OA” contracts and policies ; 

4. To furnish to the Chairman of the Medical Group Council a copy of the 
annual financial report that it files with the Department of Insurance of the 
State of New York after such filing; 

5. HIP will keep in mind in particular in its advertising, the reputation, stand- 
ing and well-being of the physicians in the Medical Groups with Medical Group 
Agreements ; 

6. Not to change the premium rates or the income levels of insured persons 
without notice and prior discussion with the Medical Groups. However, no 
consent from the Medical Groups is required for any change in the premium rates 
or income levels of insured persons by HIP; 





HEALTH INQUIRY 1619 


7. That before a new group is activated, there will be presented to the Medical 
Group Council, through its Chairman for its information, data regarding such 
new medical group, including its personnel, area of coverage, location, proposed 
name of group, prospects for enrollment, proposed physical facilities, and the 
hospital affiliations of its physicians. No new group shall be activated, nor shall 
there be any binding commitments until the Medical Group Council shall have 
the opportunity to discuss the proposed activation. However, the Medical Group 
Council must inform HIP of its views prior to 60 days after the submission to the 
Chairman and HIP shall not be bound by any determination of the Medical 
yroup Council. HIP if it so desires may activate any new group if it follows 
the procedure set forth herein. 

8. That before HIP shall embark on any individual enrollment for coverage 
under the service contracts or policies in the New York area, or any similar 
enrollment that radically differs from the present practices, there will be pre- 
sented to the Medical Group Council fcr its information all available data with 
respect to such new and different enrollment. The Medical Group Council 
shall have an opporunity to discuss with HIP data with respect to such new 
enrollment and HIP shall not write any contracts or policies for such new en- 
rollment until at least three months shall have elapsed from the time the 
Chairman of the Medical Group Council was first informed about the new en- 
rollment. The provisions of this paragraph shall not apply or relate to the out- 
of-area contracts or policies that HIP may write. After the Medical Group 
Council shall have had an opportunity to discuss with HIP such new and 
different enrollment HIP may write such new and different contracts and 
policies without regard to any determination reached by the Medical Group 
Council with respect thereto. 

9. That the medical groups shall have a grace period up to October 1, 1953, 
to comply with the provisions of paragraphs “Ninth” and “Tenth” of the Medical 
Group Agreement requiring the filing of “Med 10’s” and the use of the uniform 
medical record system and further that HIP agrees to furnish the uniform 
medical record forms at its expense during the grace period. 

The medical groups on their part agree: 

10. That all contracts of contract physicians and physicians employed in 
Medical Group other than regular partners shall be reduced to writing in trinli- 
cate and before affiliation of such physician with the Medical Group and within 
30 days after their approval by the Medical Control Board, one cony of the 
contract and partnership agreement or rider to the partnership agreement shall 
be given to the aforesaid physician, one copy kept by the Medical Group and one 
copy transmitted to a Committee of the Board of Directors of HIP, all of whose 
members shall be physicians. 

This Committee of physician members of the Board of Directors shall have 
the right to inspect, examine and question these contracts, partnership agree- 
ments and riders and if it finds that there is anything whatsover in such instru- 
ments that require further action or scrutiny, it shall make its recommendations 
in writing to the Joint Medical Practices and Administrative Committee. 

The Joint Medical Practices and Administrative Committee shall thereupon 
consider all aspects of the particular case and shall attempt to resolve any 
existing problems by conference with the Medical Group or its executive Com- 
mittee. If the Committee fails to resolve the existing problems, then the mat- 
ter shall be referred both to the HIP Board of Directors and to the Medical 
Group Council for their consideration and action, 

11. That it is not the intent or purpose of any of the Medical Grouns to pro- 
vide prepaid comprehensive medical care to prospective non-HIP contractors 
similar to that now being offered by HIP through Medical Groups with Medical 
Group Agreements. In the event proposals for such contracts are made to any 
Medical Group, it shall inform HIP thereof and shall fully discuss the situation 
and the implications thereof and shall not sell such coverage unless and until 
HIP shall have refused to sell such coverage. 

12. That a Medical Group will submit pertinent data and material in its 
files with respect to any advice or information sought by HIP from such a 
Medical Group concerning a complaint or claim made by an insured person to 
HIP which relates to such Medical Group, not later than 60 days after receipt 
by such Medical Group of the request from HIP. Upon failure of the Medical 
Group to supply such information with respect to a claim within the time set 
forth herein, HIP may pay the claim and charge the group for such payment. 
In the event that the Medical Group contests such charge then it may resort 
to arbitration but solely on whether or not the Medical Group received a request 
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from HIP for the pertinent data and material and whether such request was an- 
swered in the time provided for herein. Such arbitration shall not inquire into 
or deal with the merits of the claim and whether or not HIP was warranted 
in paying such claim. The arbitration shall proceed upon notice and in the 
manner provided for in Paragraph 21 of the Medical Group Agreement executed 
simultaneously herewith. 

13. That after HIP makes payment to an insured person on a claim not as 
provided for in paragraph “12,” hereof, and it is decided by HIP that the pay- 
ment of such claim shall be a charge against the Medical Group, then the fol- 
lowing procedure may be invoked: 

The Medical Director of HIP must first approve the charge of such payment 
against the Medical Group, and the Medical Group must be advised of the fact 
that payment has been made on such claim and reimbursement is soucht from 
the Medical Group. In the event the Medical Group refuses to reimburse HIP for 
the payment of such claim to the insured person, then HIP shall appoint one rep- 
resentative and the Medical Group shall appoint another representative as arbi- 
trators;: if such arbitrators fail to agree to the reimbursement for the payment of 
the claim, they will then appoint a third party who shall be a physician and 
whose decision in the matter will be final and binding both upon the Medical 
Group involved and HIP. 

14. That subject to the present practice and restrictions, the Medical Groups 
agree to continue providing reciprocal services to insured persons under con- 
tracts and policies with HIP. HIP agrees that this service shall be entirely 
at the discretion of the Medical Groups, shall not be considered a part of the 
agreement by and between HIP and the persons insured under HIP contracts 
and policies, and that no information or publicity whatsoever shall be released 
regarding this arrangement. 

It has further been agreed between the parties: 

15. That if either party defaults in any of its obligations under this Mem- 
orandum of Understanding or fails to comply with any provisions thereof, then 
the other party may elect to remedy such default to the extent within its power 
and shall charge the cost incurred in remedying such default to the defaulting 
party. Should either party elect to remedy a default under this Memorandum 
of Understanding, such election shall not constitute a waiver by any of the 
Medical Groups or by HIP of any of the provisions hereof nor shall the election 
to remedy a default of any provision of this Memorandum of Understanding 
constitute a waiver of any subsequent default hereof. 

16. That the Executive Committees of the HIP Board of Directors and Medi- 
cal Group Council shall meet not less than three times each year, namely, May, 
October, and January. The agenda will be prepared by the Joint Medical 
Practices and Administrative Committee one month in advance of the meeting 
and shall consist only of policy matters. 

The Medical Diréctor and Executive Vice President of HIP and others whom 
they may so designate and representatives from the Executive Committee of the 
Medical Group Council and others whom it may so designate shall constitute 
a Joint Medical Practices and Administrative Committee. This Committee shall 
meet monthly, except during the months of July and August, to discuss medical 
practices and administrative problems. 

17. That there be a Joint Committee composed of three (3) representatives 
of the Medical Groups, the HIP Medical Director, the Director of Research and 
Statistics of HIP, and not more than one other person appointed by HIP, with 
full power to perform the following functions: 

(a) Assist in the improvement of the present system of reporting the medical 
services rendered HIP enrollees. 

(b) Propose new lines of scientific inquiry relating to matters pertinent to 
the interests of HIP and the Medical Groups. 

(c) Discuss and advise with regard to research projects which the Division of 
Research and Statistics may be contemplating or which may be requested by the 
Medical Group Council or by individual medical groups. 

(d) Advise with regard to the public release of utilization data, particularly 
when these relate to the performances of individual medical groups. 

(e) Assist with financial planning for all special inquiries or investigations. 

(f) Develop uniform record and reporting forms. 

18. That the Special Services Fund now in existence shall be continued under 
the following conditions: 

(a) Fifty-four cents (54¢) per annum for each insured person enrolled in 
the medical groups will be withheld periodically by HIP and deposited in a 
separate fund to be known as the Special Services Fund. 








HEALTH INQUIRY 1621 


(vb) This fund shall be used to pay for visiting nursing services, ambulance 
services, the use of radioactive substances and for specialty services beyond 
the skills of the medical staff of a group. The superspecialty services shall 
include medical or ancillary services ordered by superspecialists, when such 
services cannot be provided by a medical group because of the rules or regula- 
tions of a hospital. 

These funds shall be administered by a Special Services Fund Committee com- 
posed of three individuals (one, a physician as Chairman) designated by the 
Medical Group Council, and two representatives designated by HIP. HIP will 
provide office space and the necessary secretarial-clerical staff. 

Any balance of Special Services Funds beyond the amount needed for current 
expenditures shall not be distributed to the Medical Groups during the life of 
the Medica! Group Agreements. Mowever, the balance remaining after opera- 
tions and proper reserves to meet unpaid fees and bills on July 1, 1956, shall be 
distributed to the groups in proportion to their contributions to the fund. 

19. Effective July 1, 1953, a pension fund shall be established for the benefit 
of the physicians affiliated with the medical groups which have agreements with 
HIP. HIP shall contribute at the rate of 60¢ annually for every person enrolled 
in a medical group. Each medical group shall contribute at the rate of 60¢ an- 
nually for each person enrolled in such group. Such contribution shall be made 
by HIP from capitation. Together these contributions shall constitute the pen- 
sion fund from which benefits are to be purchased. 

There shall be a Joint Committee consisting of five persons, three representa- 
tives from the Medical Group Council and two officials of HIP. This Committee 
shall function until permanent benefits are purchased by this pension fund. This 
Committee shall meet immediately on the execution of this agreement for the 
purpose of initiating the pension fund at the earliest opportunity. In the event 
that such pension fund does not become effective on July 1, 1953, the contribu- 
tions shall be made by both HIP and the medical groups and placed in escrow in 
a bank or depository to be determined upon by the aforesaid Committee, 

All medical groups shall be participants in the pension plan. 

20. It is further agreed between the parties hereto that a study will be made 
for the purpose of creating machinery for the termination of declared psychotics 
who are policyholders in HIP. 

It is further agreed between the parties hereto that by this Memorandum of 
Understanding it is not intended to waive or in any respect to modify, alter, 
or amend any of the provisions of the Medical Group Agreements executed be- 
tween HIP and the Medical Groups which are parties to this Memorandum of 
Understanding. 

Very truly yours, 


Ne aa Bit cae beer thincatah cies elle ince ial oN iets tne 
serail Agnibeainielibiadecatncticingtalpitaibsactirnahit ait nitesanisibaiins MeEpIcAL Group 
MR aeetehanceeils tlie Miah nia alittle thi al Baa ada 
sin pieilbeapnna city sicieampinacihiiencg betta ttiipadvodpaiantieantniaiis MEDICAL GRouP 
BO Ts uledbecMiachde staal cai aaltepet ins tite a antisites 


Consented to: 
By Georce BArenr, M. D., 
President and Medical Director. 
By GEORGE G. KIRSTEIN, 
Executive Vice President. 


[HIP Form Contract C] 
HEALTH INSURANCE PLAN OF GREATER NEW York 
A nonprofit plan for comprehensive medical care (hereinafter called HIP) 
CONTRACT 

In consideration of the payment to HIP on February 1, 1954 the effective date, 
and monthly thereafter of the aggregate premiums for the insured persons and 
their Family Units, if any, then insured at the monthly premium rates set forth 
in Article IV hereof, HIP agrees to provide, as hereinafter set forth, for benefits 


to the insured Employees of ABC COMPANY (hereinafter referred to as the 
Contractor) and to their insured Family Units, if any, for a period of one year 


89087—54—pt. 6——-19 
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commencing on the effective date of this contract and from year to year there- 
after, unless this contract is sooner terminated or modified as provided herein- 
after. 

This contract is issued and accepted subject to the terms and conditions set 
forth on the subsequent pages hereof, which form a part of this contract as fully 
as if recited over the signature hereto affixed. 

IN WITNESS WHERFOF, HEALTH INSURANCE PLAN OF GREATER NEW York has 
caused this contract to be signed at New York, New York, this 1st of Febru- 
ary, 1954. 

Examined by. 

GeorGe BaEHR, M, D., 
President and Medical Director. 
Group Contract No. 0000. 


ARTICLE I—ELIGIBILITY 
A. Definitions 

1. An “In-Area” Insured is one who resides within an area served by one or 
more Medical Groups which have Medical Group Agreements with HIP. 

2. An “Out-of-Area” Insured is one who resides outside the areas served by 
Medical Groups which have Medical Group Agreements with HIP. 

3. The “Areas served by Medical Groups” shall be as set forth in the latest 
Directory of Medical Groups published from time to time by HIP. 

4. “Family Unit” means the eligible spouse of the Insured and all eligible 
unmarried children under eighteen (18) years of age. 

5. “Medical Group,” as used in this contract, means a group of physicians, each 
of whom is licensed by the State of New York, which has a Medical Group Agree- 
ment with HIP to provide the medical services set forth herein. 

B. Benefits applicable to in-area and out-of-area insured persons 

1. An In-Area Insured and his eligible Family Unit, if any, shall be entitled 
to medical service benefits from the Medical Group selected by such Insured and 
for the Indemnity for Emergency Medical Care During Hospitalization as set 
forth in Article III of this contract. 

2. An Out-of-Area Insured and his eligible Family Unit, if any, shall be en- 
titled to the Cash Indemnities for Medical Expenses as set forth in the Rider 
attached hereto. 


C. Change from in-area to out-of-area and from out-of-area to in-area 

1. An In-Area Insured who, by reason of a change of permanent residence to an 
area outside the areas served by a Medical Group which has a Medical Group 
Agreement with HIP, becomes an Out-of-Area Insured, shall have his benefits 
hereunder, and those of his insured Family Unit, if any, changed to the Cash 
Indemnities for Medical Expenses set forth in the Rider attached hereto. Such 
change shall be effective fifteen (15) days after receipt by HIP of notice of the 
Insured’s change of permanent residence. 

2. An Out-of-Area Insured who, by reason of a change of permanent residence 
to an area served by a Medical Group which has a Medical Group Agreement with 
HIP, or by reason of the extension of the area served by a Medical Group which 
has a Medical Group Agreement with HIP to include his residence, becomes an 
In-Area Insured, shall have his benefits hereunder, and those of his insured 
Family Unit, if any, changed to the medical service benefits and the Indemnity 
for Emergency Medical Care During Hospitalization set forth in Article IIT 
hereof. Such change of benefits shall be effective fifteen (15) days after receipt 
by HIP of the Insured’s written selection of a Medical Group, on a form fur- 
nished by HIP, provided that such Insured’s selection is received within fifteen 
(15) days after the date HIP notifies the Insured that he must make such 
selection. 

3. Any adjustment in premium rate required by change of permanent resi- 
dence as provided in sub-paragraphs (1) or (2) of this Paragraph C shall take 
effect on the premium due date, or the first day of the month, whichever is 
earlier, succeeding fifteen (15) days after receipt by HIP of notice of such 
change of permanent residence. 


D. Eligible employees 


Subject to the exception in F) below, each present and new In-Area and Out-of- 
Area Employee shall be eligible for coverage hereunder as of the effective date 
of this contract, or: the monthly premium due date coinciding with or next suc- 
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ceeding the date of his completion of three (3) months of service with the em- 
ployer, whichever is the later. 


E. Exception 


An Employee who is not actively at work on the date he would otherwise be- 
come eligible for coverage hereunder, will not become eligible until he returns to 
active work. 

F. Family units 

Subject to the exceptions stated in paragraph “G” below: 

1. The Family Unit of an Insured shall be eligible for coverage hereunder on 
the date of the Insured’s eligibility ; 

2. The spouse with whom an Insured contracts marriage after the Insured’s 
date o. eligibility shall be eligible for coverage hereunder on the date of such 
mar: e, and any unmarried child of such spouse who has not attained 
eighteenth (1isSth) anniversary of his date of birth shall be eligible for coveru.: 
hereunder on the date the spouse is eligible for coverage; 

3. An Insured’s child born while said Insured and his Family Unit are insured 
hereunder is eligible for coverage and must be covered hereunder on such child’s 
date of birth; 

4. A child who is legally adopted by an Insured, or in his custody, under a court 
order, While said Insured and his Family Unit are insured hereunder shall be 
eligible for coverage hereunder on the date of such legal adoption or on the 
date of the court order. 

G. Exceptions 

1. An Insured’s spouse will not be eligible for coverage hereunder if, on the 
date the spouse would otherwise become eligible, such spouse : 

(a) is confined to a hospital or an institution, until the termination of 
such confinement; or 
(b) has been legally separated from the Insured. 

2. An Insured’s child will not be eligible for coverage hereunder if, on the 
date such child would otherwise become eligible, such child: 

(a) other than a newborn infant, is confined to a hospital or an institu- 
tion, until the termination of such confinement; or 
(b) is married. 


ARTICLE II-—-COVERAGE 


A, Election of coverage and selection of medical group 

1. Any Employee eligible for coverage may elect coverage for himself and his 
eligible Family Unit, if any, by completing and filing with the Contractor notice 
of such election and, in the case of an In-Area Employee by: 

(a) Selecting for himself and his Family Unit, if any, on or before the 
effective date of his coverage, a Medical Group with which they will be 
enrolled to receive the medical services as set forth herein; 

(b) Authorizing the Medical Groups or any person from whom the In- 
sured or a member of his Family Unit receives benefits to file with and make 
available to HIP, to such extent as may be lawful, reports or other infor- 
mation, photographs and documents relating to the medical history of the 
insured person or a member of his Family Unit as well as a description of 
treatment and services provided to them by the Medical Groups or person. 
Any such information furnished to HIP shall be confidential. 

2. The Insured may, upon request, transfer to any Medical Group which has 
a Medical Group Agreement to serve his area of residence. Before any such 
transfer becomes effective it must have the approval of HIP. 


B. Effective dates of coverage 
1. Except as provided in paragraph (2) of this Section B, the benefits to which 
an Employee is entitled hereunder shall become effective on: 

(a) the premium due date succeeding the expiration of fifteen (15) days 
after the receipt by HIP of such Employee's written election of coverage, in 
the case of an Employee who makes such election on or before the thirty- 
first (3ist) day following his date of eligibility ; or 

(b) the premium due date succeeding the expiration of fifteen (15) days 
after production of evidence of insurability, at the Employee’s own expense, 
satisfactory to HIP, in the case of an Employee who makes written election 
for coverage more than thirty-one (31) days after the date of elmibility or 
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after previous termination of coverage hereunder while remaining in the 
eligible classes, 

2. If an insured person, other than a newborn child, is confined to a hospital 
or institution on the date that he would otherwise become entitled to benefits 
hereunder, benefits shall not become effective until the termination of such 
confinement. 

3. Except as provided in paragraph (2) of this Section B, the benefits to which 
the eligible members of the Family Unit of an Insured are entitled hereunder 
shall become effective on: 

(a) the premium due date succeeding the expiration of fifteen (15) days 
after the receipt by HIP of an Insured’s written election to have his Family 
Unit covered hereunder, in the case of the members of the Family Unit who 
are eligible for coverage on the date the Insured is eligible for coverage, and 
for whom the Insured makes election of coverage on or before the thirty-first 
(31st) day following the date of their eligibility ; or 

(b) onthe premium due date succeeding the expiration of fifteen (15) days 
after the receipt by HIP of an Insured’s written election to have his Family 
Unit covered hereunder, in the case of members of the Family Unit of an 
Insured who become eligible after the date the Insured becomes eligible for 
coverage and for whom the Insured makes election of coverage on or before 
the thirty-first (31st) day following the date of their eligibility, except that 
the coverage of an Insured’s child born while said Insured and his Family 
Unit are insured hereunder shall become effective on such child’s date of 
birth. Additional premium, if any, will be due as of the first of the month or 
the next premium due date, whichever is earlier, succeeding the date of birth 
of said child; or 

(c) on the premium due date succeeding the expiration of fifteen (15) days 
after production of eyidence of insurability, at the Insured’s own expense, 
satisfactory to HIP for the members of the Family Unit of an Insured for 
whom the Insured makes election of coverage hereunder after the thirty-first 
(31st) day following the date of their eligibility or after previous termination 
of their coverage hereunder while they remain in the eligible classes. 


ARTICLE III—BENEFITS 
A. Medical services 

A person, while insured under this contract, shall be entitled to the following 
medical services provided by the Medical Group with which he is enrolled, subject 
to the provisions of Section B of this Article: 

1. General medical, specialist, surgical and obstetrical care; 

2. Laboratory procedures, diagnostic procedures ; 

3. Periodic health examinations, immunizations and other measures for the 
prevention of disease ; 

4. Physical therapy, radiotherapy and other therapeutic measures; 

5. Professional services for the administration of blood or plasma; 

6. Eye refractions ; 

7. Visiting nurse service at the insured person’s residence, as prescribed by a 
physician of the Medical Group; 

8. Ambulance service from the insured person’s residence or, in an emergency, 
from other locations within the area served by the Medical Group, to a hospital, 
when ordered by a physician of the Medical Group. 

There shall be no charge by the Medical Group for the foregoing services except 
that the Medical Group may make a eharge not exceeding two dollars ($2.00) for 
each house visit both requested and made between 10:00 p. m. and 7:00 a. m. 
to an insured person within the area served by the Medical Group. 

Such medical services shall be available and be provided at such times and at 
such places as deemed necessary and practicable by the Medical Group and shall 
be in accordance with accepted medical and surgical practices and standards 
prevailing at the time of treatment and in accordance with standards adopted by 
the Medical Control Board of HIP. Operative procedures recommended by the 
Medical Group, other than those required for emergencies, are to be performed at 
a time mutually agreeable to the insured person and to the Medical Group. 

(“Medical Control Board” means the board of licensed physicians elected by the 
Board of Directors of HIP to promulgate and maintain professional standards. ) 

Such services shall be available in the offices of the Medical Group, at the 
insured person’s residence or elsewhere within the area served by the Medical 
Group as specified in the Medical Group Agreement that such Medical Group 
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has with HIP, or in such other areas approved by the Medical Group and the 
Medical Control Board. The Medical Group will also furnish the services of 
physicians in a hospital to which the insured person has been referred by the 
Medical Group, except for such services as may be excluded in paragraph 8 of 
Section B of this Article. Indemnity shall be provided in cases of emergency as 
set forth in Section C of this Article. 

The Insured may choose for himself and his Family Unit a family physician 
from among the physicians in the Medical Group with which he is enrolled 
Such choice shall be subject to the approval of the Medical Group. 

B. Services not provided 

An insured person shall not be entitled to: 

1. Medical services for any conditions, diseases, ailments or accidental injuries 
which are: 

(a) covered by a Workmen’s Compensation Act or similar legislation; 

(b) available as a right without respect to economic status to an insured 
person as a member or veteran of the armed or auxiliary forces of the United 
States of America or to a member of his family under the laws of the United 
States or any state or political subdivision thereof ; 

Medical services for: 

(a) acute alcoholism ; 

(b) drug addiction; 

(ec) tuberculosis, during the period that the insured person is confined as 
a patient in a sanatorium or special hospital, or, if recommendation for such 
confinement has been made by a licensed physician and facilities for such 
confinement are available but have been rejected by the insured person ; 

(d@) mental or nervous disorders, after diagnosis, for which care by a 
psychiatrist is required; 

(e) illnesses or injuries which can be treated only in an institution other 
than a hospital for general care; 

(f) artificial insemination ; 

(7g) anaesthesia if administered in a hospital ; 

Cosmetic (other than restorative) surgery; 

Electrolysis for epilation ; 

Services for dentistry or dental surgery: 

Prescribed drugs and biologicals used for prevention or treatment of 
disease; prosthetic appliances; eye glasses; blood, plasma and other substances 
ordinarily provided by donors; 

7. Special duty or private nursing service; 

8. The following medical services in a hospital, if the policies, rules, regu- 
lations, arrangements or practices of the hospital prevent the Medical Group 
which referred the insured person to the hospital from providing such services 

(a) administration of blood or plasma ; 
(6) laboratory procedures, diagnostic procedures ; 
(c) physical therapy ; 
(d) x-ray, radiotherapy and other radiological procedures; 
9. Benefits after termination of the insurance as provided in Article V. 


9 


C. Indemnity for emergency medical care during hospitalization 


1. Accidental injury within the area.—An insured person who is required, as 
a result of an accidental injury, to be confined as a bed patient in a legally con- 
stituted hospital within the area, to which hospital he has not been referred 
and in which he cannot be served by the Medical Group with which he is enrolled, 
shall be entitled to indemnity for physicians’ fees incurred for necessary medical 
treatment while so confined for such accidental injury. Such indemnity shall be 
at rates consistent with and not exceeding those set forth in the “Minimum 
Medical Fee Schedule for Medical Treatment and Care of Injured Employees” 
(Workmen's Compensation) as constituted on the date of injury, established by 
the Industrial Commissioner of the State of New York, and in no event more 
than one hundred and fifty dollars ($150.00) for the treatment required as a 
result of any one such accident. Such Schedule is on file for inspection at the 
offices of HIP. HIP will pay indemnity only for such treatment as is required 
until the injured person can be served by the Medical Group with which such 
person is enrolled. 

2. Emergency illness or injury outside the area.—An insured person who is 
required, as a result of an emergency illness or injury, to be confined as a bed 
patient in a legally constituted hospital outside the area, to which hospital he 
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has not been referred and in which he cannot be served by the Medical Group 
with which he is enrolled, shall be entitled to indemnity for physicians’ fees 
incurred for necessary medical treatment while so confined for such illness or 
injury. Such indemnity shall be at rates consistent with and not exceeding those 
set forth in the schedule referred to in paragraph 1 of this Section C and in no 
event more than one hundred and fifty dollars ($150.00) for the treatment 
required as a result of any one such illness or injury. 

(“Area”’, as used in paragraphs 1 and 2 of this Section C, shall mean (a) the 
five boroughs of New York City, Nassau County, and that portion of Westchester 
County served by a Medical Group in the case of persons residing anywhere 
within that area and, (b) the county of residence in the case of those persons 
residing outside the areas described in (a) herein.) 

3. Exception.—There shall be no indemnity paid hereunder for the services 
which would otherwise be excluded by Section B of this Article. 


D. Notice and proof of claim for indemnity for emergency ‘medical care during 
hospitalization 

HIP shall be liable for the indemnity hereunder only when the insured person 
shall have given to HIP a written notice of illness or accidental injury within 
twenty (20) days after the date of such injury or illness. 

Upon receipt of such notice of injury or illness, HIP will furnish such forms 
as are usually furnished by it for filing proofs of claim. If such forms are not 
furnished by HIP within fifteen (15) days after the receipt by it of the notice 
as hereinbefore provided, the insured person shall be deemed to have complied 
with the requirements as to proof of claim if, within ninety (90) days after 
termination of treatment of such injury or illness written proof is submitted 
covering the occurrence, nature and extent of the injury or illness and the nature 
and cost of the treatment for which claim is made. 

Failure to give such notice or file proof of claim within the respective periods 
shall not invalidate or diminish any claim if it shall be shown not to have been 
reasonably possible to furnish such notice or proof of claim and that the same 
was filed or furnished as soon as was reasonably possible. 

HIP shall have the right and opportunity to examine the insured person when 
and as often as it may reasonably require during the pendency of the claim. 

Subject to due proof of claim, indemnities shall be paid not more than sixty 
(60) days after receipt of proof of claim to the Insured and, in the event of 
death, to his estate. 


ARTICLE IV—-PREMIUMS AND GRACE 


A. In-Area Insured Employees shall, for the purpose of premiums, be classified 
into two Income Categories as follows: 

Income category one.—(a) An Insured without an insured Family Unit whose 
annual wage or salary does not exceed $5,000. 

(>) An Insured with an insured Family Unit whose annual combined Family 
income (income of himself and of his insured Family Unit) does not exceed 
$6,500. 

Income category two.—(a) An Insured without an insured Family Unit whose 
annual wage or salary is in excess of $5,000. 

(b) An Insured with an insured Family Unit whose annual combined Family 
income (income of himself and his insured Family Unit) is in excess of $6,500. 

The monthly premium rate for each In-Area Insured shall depend upon his 
Income Category and shall be as follows: 


Income Income 
category 1 | category 2 


For each insured without an insured family unit wil $3. 56 $4. 32 
For each insured with an insured family unit which includes only 1 person. -| 7.12 | 8, 64 
For each insured with an insured family unit which includes more than 1 | 

eee Se ate | 10. 68 | 12. 96 


As of every February 1 the Income Category of each In-Area Employee then 
insured shall be determined by HIP on the basis of information obtained from 
the Employee and the Contractor, and such Income Category shall be effective 
for the ensuing twelve (12) months. The Income Category of an Employee 
becoming insured after the effective date of this contract shall be determined 
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by HIP as of the date he becomes insured and shall be effective until the next 
income canvass. Any Employee with respect to whom the information neces 
sary to make this classification is not supplied shall be classified in Income 
Category Two until such time as information is supplied showing that the 
Employee should be classified in Income Category One. 

B. HIP reserves the right to change the premium rates herein on any premium 
due date, subject to giving written notice to the Contractor at least sixty (60) 
days prior to the date when such change shall become effective. 

C. All premiums are payable solely by the Contractor at the office of HIP on or 
before the date on which they fall due. A grace period of thirty (30) days shall 
be allowed to make payment of every premium except the initial premium, 
unless the Contractor or HIP shall have given prior written notice of termina- 
tion, in which event this contract shall not continue in force beyond the date 
to which premiums are paid. The Contractor shall be liable for the premium 
for the grace period. 

ARTICLE V—TERMINATION 


A. Termination of contract 


1. By default in payment of premium.—In the event that any payment to HIP 
called for by this contract shall not be made within thirty (30) days after the 
date when it is due, this contract shall automatically terminate. 

2. At the option of HIP.—HIP may terminate this contract: 

(a) As of any anniversary of the effective date by giving written notice 
to the Contractor at least thirty (30) days prior to such anniversary, subject, 
however, to prior termination by default ; 

(6) On any date when premiums hereunder are due if less than 75 per cent 
of the number of Employees then eligible for coverage hereunder, or less 
than 75 per cent of the number of Family Units then eligible for coverage 
hereunder are covered, such termination to be effective as of the date when 
premiums are due next succeeding the expiration of the thirty (30) days 
following the mailing by HIP of written notice of termination to the Con- 
tractor unless this contract shall sooner terminate by default. 


B. Termination of coverage for insured and his family unit, if any 

1. The coverage hereunder of an Insured and his Family Unit, if any, shall 
nutomatically terminate upon the occurrence of any of the following events: 

(a) the termination of this contract; 

(b) the nonpayment of premiums on account of such Insured’s, and his 
Family Unit’s coverage hereunder, including additional premium due, if any, 
for a newborn child; 

(c) the termination of the Insured’s eligibility in the class or classes of 
persons eligible for coverage hereunder, termination to take effect on the 
premium due date succeeding receipt of notice by HIP; 

(d) the failure of an Out-of-Area Insured to select a Medical Group on 
a form furnished by HIP within fifteen (15) days after HIP notifies him 
that he must make such selection as a result of becoming In-Area Insured, 
such termination to take effect on the premium due date or the first day of 
the month, whichever is earlier, succeeding the expiration of such fifteen 
(15) days. 

2. An Insured spouse’s coverage shall terminate upon the termination of mar- 
riage to the Insured, or upon a legal separation. Premiums must be paid until 
the first day of the month succeeding the date HIP receives written notice of 
such event. 

3. An Insured child’s coverage shall terminate upon: 

(a) the child’s attainment of age eighteen (18), termination to take effect 
on the premium due date succeeding the eighteenth (18th) anniversary of 
the child’s date of birth; or 

(b) the marriage of the child. Premiums must be paid until the first day 
of the month succeeding the date HIP receives written notice of such 
marriage. 

ARTICLE VI—CONVERSION PRIVILEGE 


If a person’s coverage hereunder terminates, HIP will issue in conversion of 
such person’s coverage a policy in the form then customarily issued by HIP and 
at the premium rate then applicable for such a policy, provided that such person 
makes written application therefor and pays HIP the first premium applicable 
thereto all within thirty (380) days following the date the coverage was termi- 
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nated. Such policy shall become effective as of the date such person’s coverage 
terminates, and shall be for a term of one year, provided that premiums are 
paid when due. Such policy may be renewed at the option of HIP. 


ARTICLE VII—-PERSONNEL DATA 


The Contractor shall furnish HIP with the names of eligible Employees as 
they file notices of election of coverage, and such information relative to insured 
persons as is required by HIP. During the continuance of this contract, the 
Contractor shall report to HIP every termination of employment and every 
change in family status of the Insured within one month after such termination 
or change. HIP shall be permitted to inspect at any reasonable time all pertinent 
records of the Contractor necessary to verify statements furnished pursuant to the 
provisions of this contract. 


ARTICLE VIII—GENERAL PROVISIONS 


A. This contract and the application of the Contractor, together with all other 
written signed supplemental applications submitted in connection herewith, 
sliall constitute the entire contract. All statements made in said application 
shall be considered representations and not warranties; and no statement shall 
be used as a defense of any claim hereunder unless it is contained in this contract 
or in any of said applications. 

B. No action at law or in equity shall be brought against HIP for any claim 
prior to the expiration of sixty (60) days after a claim in writing shall have 
been filed with HIP, nor shall any such action be brought unless commenced 
within two (2) years from the date of emergency illness or accidental injury. 

C. HIP shall not be liable for negligence or malpractice on the part of a 
Medical Group, the physicians associated therewith, employees thereof, or of any 
other provision of medical services to persons covered hereunder. 

D. The benefits provided for by this contract are not assignable. 

E. No agent or representative of HIP, other than an officer, is authorized to 
change this contract or waive any of its provisions. No change in this contract 
shall be valid unless approved by an officer of HIP and evidenced by endorse- 
ment en this contract or by amendment to the contract signed by the Contractor 
and HIP. 

F. HIP will issue for delivery to each Insured Employee covered under this 
contract, individual certificates containing a statement as to the nature of the 
coverage and benefits to which such Insured and his Family Unit, if any, are 
entitled under the terms hereof. 


{HIP form policy A] 
HEALTH INSURANCE PLAN OF GREATER NEW YORK 
A nonprofit plan for comprehensive medical care hereinafter called HIP) 
POLICY (IN-AREA) 


In consideration of the application of the Policyholder for the benefits provided 
for under this Policy and of the payment to HIP of the premiums required here- 
under for the Policyholder and his Family Unit, if any, listed on the identification 
card now or hereafter attached hereto and made a part hereof, 

THIS IS TO CERTIFY that the Policyholder and the insured members of his Family 
Unit, if any, are entitled to benefits hereinafter set forth and limited, for a period 
of twelve months from the effective date stated on such identification card, and 
from year to year thereafter unless this Policy is sooner terminated as provided 
herein. 

This Policy is issued subject to the terms and conditions set forth on the subse- 
quent pages hereof which form a part of this Policy as fully as if recited over 
the signature hereto affixed. 

HEALTH INSURANCE PLAN oF GREATER New York, 
Gerorce BaEnrR, M. D., President and Medical Director. 


1Family members are eligible for coverage only if the letter “D” is part of the policy 
number on the attached identification card. 





HEALTH INQUIRY 1629 


ARTICLE I-—-SELECTION OF MEDICAL GROUP 


A. The Policyholder has selected a Medical Group with which he and the 
eligible members of his Family Unit, if any, will be enrolled to receive the medical 
services as described herein, except that a Policyholder enrolled under a Group 
Remittance Agreement who, on the effective date is confined to a hospital or 
institution, will not be entitled to coverage until the termination of such con- 
finement. 

(“Medical Group” means a group of physicians, each of whom is licensed by the 
State of New York, which has a Medical Group Agreement with HIP to provide 
the medical services set forth in Article II, Paragraph A. 

(“Family Unit” means the spouse of the Policyholder and all unmarried chil 
dren under eighteen (18) years of age, except that a spouse or child, other than 
a newborn infant, enrolled under a Group Remittance Agreement who on the 
effective date is confined to a hospital or institution, will not be entitled to cov- 
erage until the termination of such confinement. A newborn child is automati- 
eally insured from the date of birth if born while the eligible members of the 
Family Unit are insured hereunder. Additional premium, if any, will be due 
as of the first of the month or the next premium due date, whichever is earlier, 
succeeding the date of birth of said child.) 

B. The Policyholder has authorized the Medical Groups or any person from 
whom he or a member of his Family Unit receives benefits to file with and make 
available to HIP, to such extent as may be lawful, reports or other information, 
photographs, and documents relating to the medical history of the Policyholder or 
a member of his Family Unit as well as a description of treatment provided to 
them by the Medical Groups or person. Any information furnished to HIP shall 
be confidential. 

C. The Policyholder may, upon request, transfer to any Medical Group which 
has a Medical Group Agreement to serve his area of residence. Before any such 
transfer becomes effective it must have the approval of HIP. 


ARTICLE II BENEFITS 


4. Medical services 

A person, while insured under this Policy, shall be entitled to the following 
medical services provided by the Medical Group with which he is enrolled, sub- 
ject to the provisions of Section B of this Article: 

1. General medical, specialist, surgical, and obstetrical care; 

2. Laboratory procedures, diagnostic procedures ; 

8. Periodic health examinations, immunizations, and other measures for the 
prevention of disease ; 

4. Physical therapy, radiotherapy, and other therapeutic measures ; 

5. Professional services for the administration of blood or plasma; 

6. Eye refractions; 

7. Visiting nurse service at the insured person's residence, as prescribed by a 
physician of the Medical Group: 

8. Ambulance service from the insured person’s residence, or, in an emergency, 
from other locations within the area served by the Medical Group, to a hospital, 
when order°*d by a physician of the Medical Group. 

There shall be no charge by the Medical Group for the foregoing services except 
that the Medical Group may make a charge not exceeding two dollars ($2.00) for 
each house visit both requested and made between 10:00 p. m. and 7:00 a. m. 
to an insured person within the area served by the Medical Group. 

Such medical services shall be available and be provided at such times and at 
such places as deemed necessary and practicable by the Medical Group and shall 
be in accordance with accepted medical and surgical practices and standards pre- 
vailing at the time of treatment and in accordance with standards adopted by 
the Medical Control Board of HIP. Operative procedures recommended by the 
Medical Group, other than those required for emergencies, are to be performed 
at a time mutually agreeable to the insured person and to the Medical Group. 

(“Medical Control Board” means the board of licensed physicians elected by 
the Board of Directors of HIP to promulgate and maintain professional 
standards. ) 

Such services shall be available in the offices of the Medical Group, at the 
insured person’s residence, or elsewhere within the area served by the Medical 
Group as specified in the Agreement that such Medical Group has with HIP, or 
in such other areas approved by the Medical Group and the Medical Control 
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Board. The Medical Group will also furnish the services of physicians in a hos- 
pital to which the insured person has been referred by the Medical Group except 
for such services as may be excluded in paragraph 8 of Section B of this Article. 
Indemnity shall be provided in cases of emergency as set forth in Section C of this 
Article. 

The Policyholder may choose for himself and his Family Unit a family physi- 
cian from among the physicians in the Medical Group with which he is enrolled. 
Such choice shall be subject to the approval of the Medical Group. 

B. Services not provided 

An insured person shall not be entitled to: 

1. Medical services for any conditions, diseases, ailments, or accidental injuries 
which are: 

(a) covered by a Workmen’s Compensation Act or similar legislation ; 
(b) available as a right without respect to economic status to an insured 
person as a member or veteran of the armed or auxiliary forces of the United 
States of America or to a member of his family under the laws of the United 
States or any state or political subdivision thereof ; 
. Medical services for: 
(a) acute alcoholism ; 
(b) drug addiction ; 
(c) tuberculosis, during the period that the insured person is confined as 
a patient in a sanatorium or special hospital, or, if recommendation for such 
confinement has been made by a licensed physician and facilities for such 
confinement are available but have been rejected by the insured person; 
(d) mental or nervous disorders, after diagnosis, for which care by a 
psychiatrist is required ; 
(e) illnesses or injuries which can be treated only in an institution other 
than a hospital for general care; 
(7) artificial insemination ; 
(g) anaesthesia if administered in a hospital; 
. Cosmetic (other than restorative) surgery ; 
Electrolysis for epilation; 

5. Services for dentistry or dental surgery ; 

6. Prescribed drugs and biologicals used for prevention or treatment of disease; 
prosthetic appliances ; eye glasses; blood, plasma and other substances ordinarily 
provided by donors ; 

7. Special duty or private nursing service; 

8. The following medical services in a hospital if the policies, rules, regula- 
tions, arrangements or practices of the hospital prevent the Medical Group which 
referred the insured person to the hospital from providing such services: 

(a) administration of blood or plasma ; 
(b) laboratory procedures, diagnostic procedures ; 
(c) physical therapy ; 
(d) x-ray, radiotherapy and other radiological procedures ; 
9. Benefits after termination of the insurance as provided in Article IV. 


C. Indemnity for emergency medical care during hospitalization 


1. Accidental injury within the area.—An insured person who is required, as a 
result of an accidental injury, to be confined as a bed patient in a legally consti- 
tuted hospital within the area, to which hospital he has not been referred and in 
which he cannot be served by the Medical Group with which he is enrolled, shall 
be entitled to indemnity for physicians’ fees incurred for necessary medical treat- 
ment while so confined for such accidental injury. Such indemnity shall be at 
rates consistent with and not exceeding those set forth in the “Minimum Medical 
Fee Schedule for Medical Treatment and Care of Injured Employees” (Work- 
men’s Compensation) as constituted on the date of injury, established by the 
Industrial Commissioner of the State of New York, and in no event more than 
one hundred and fifty dollars ($150) for the treatment required as a result of any 
one such accident. Such Schedule is on file for inspection at the offices of HIP. 
HIP will pay indemnity only for such treatment as is required until the injured 
person can be served by the Medical Group with which such person is enrolled. 

2. Emergency illness or injury outside the area.—An insured person who is 
required, as a result of an emergency illness or injury, to be confined as a bed 
patient in a legally constituted hospital outside the area, to which hospital he has 
not been referred and in which he cannot be served by the Medical Group with 
which he is enrolled, shall be entitled to indemnity for physicians’ fees incurred 
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for necessary medical treatment while so confined for such illness or injury. Such 
indemnity shall be at rates consistent with and not exceeding those set forth in 
the schedule referred to in paragraph 1 of this Section C and in no event more 
than one hundred and fifty dollars ($150) for the treatment required as a result 
of any one such illness or injury. 

(“Area,” as used in paragraphs 1 and 2 of this Section C, shall mean (a) the 
five boroughs of New York City, Nassau County, and that portion of Westchester 
County served by a Medical Group in the case of persons residing anywhere 
within that area, and (b) the county of residence in the case of those persons 
residing outside the areas described in (a) herein.) 

3. Hception.—There shall be no indemnity paid hereunder for the services 
which would otherwise be excluded by Section B of this Article. 


D. Notice and proof of claim for indemnity for emergency medical care during 
hospitalization 

HIP shall be liable for the indemnity hereunder only when the insured person 
shall have given to HIP a written notice of illness or accidental injury within 
twenty (20) days after the date of such injury or illness. 

Upon receipt of such notice of injury or illness, HIP will furnish such forms as 
are usually furnished by it for filing proofs of claim. If such forms are not fur- 
nished by HIP within fifteen (15) days after the receipt by it of the notice as 
hereinbefore provided, the insured person shall be deemed to have complied with 
the requirements as to proof of claim if, within ninety (90) days after termina- 
tion of treatment of such injury or illness, written proof is submitted covering 
the occurrence, nature, and extent of the injury or illness, and the nature and 
cost of the treatment for which claim is made. 

Failure to give such notice or file proof of claim within the respective periods 
shall not invalidate or diminish any claim if it shall be shown not to have been 
reasonably possible to furnish such notice or proof of claim and that the same 
was filed or furnished as soon as was reasonably possible. 

HIP shall have the right and opportunity to examine the insured person when 
and as often as it may reasonably require during the pendency of the claim. 


Subject to due proof of claim, indemnities shall be paid not more than sixty 
(60) days after receipt of proof of claim to the Insured and, in the event of 
death, to his estate. 


ARTICLE IITI—PREMIUMS AND GRACE 


A. The Policyholder shall, for the purpose of his premiums, be classified into 
one of two Income Categories as follows: 

Income category one (base premium) .—(a) A Policyholder without an insured 
Family Unit whose annual wage or salary does not exceed $5,000. 

(b) A Policyholder with an insured Family Unit whose annual combined 
Family income (income of himself and of his insured Family Unit) does not 
exceed $6,500 

Income category two (higher premium).—(a) A Policyholder without an 
insured Family Unit whose annual wage or salary is in excess of $5,000. 

(b) A Policyholder with an insured Family Unit whose annual combined 
Family income (income of himself and his insured Family Unit) is in excess 
of $6,500. 

On the basis of information furnished to HIP the income category of the Policy- 
holder will be established not more often than once a year and the classification 
then established shall be effective for the ensuing twelve (12) months, except 
that the income category of policyholders under a group arrangement shall be 
established on the anniversary date of the Group Remittance Agreement. 

Any policyholder who fails to supply the information necessary to make this 
classification shall be classified in Income Category Two until such time as infor- 
mation is suppiied showing that the policyholder should be classified in Income 
Category One. 

B. HIP reserves the right to change premium rates on any premium due date, 
subject to giving written notice at least sixty (60) days prior to the date when 
such change shall become effective. 

C. All premiums are payable at the office of HIP on or before the date on which 
they fall due. A grace period of thirty (80) days shall be allowed to make pay- 
ment of every premium except the initial premium, during which period this 
Policy shall continue in force unless the Policyholder or HIP shall have given 
prior written notice of termination, in which event this Policy shall not continue 
in force beyond the date to which premiums are paid. 
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ARTICLE IV rERMINATION 


A. The coverage hereunder of the Policyholder and his Family Unit, if any, 
shall automatically terminate upon the occurrence of any of the following events: 
(1) The nonpayment of any premium, including additional premium due, 

if any, for a newborn child; 

(2) The receipt by HIP of notice of the Policyholder’s change of perma- 
nent residence to an area outside the areas served by a Medical Group which 
has Medical Group Agreement with HIP; such termination to take effect on 
the premium due date, or the first day of the month, whichever is earlier, 
succeeding the expiration of fifteen (15) days after the date HIP receives 
such notice 

B. If the Policyholder is insured hereunder as a member of a group of persons 
on behalf of whom its authorized agent (hereinafter referred to as the Remit- 
ting Agent) has agreed to collect and remit payments to HIP, the nonpayment to 
HIP by the Remitting Agent of the premium applicable to the Policyholder, and 
his Family Unit, if any, shall cause the coverage hereunder to be terminated 
unless the Policyholder shall, within thirty (30) days of the premium due date, 
apply for a direct payment policy and pay directly to HIP, retroactive to the last 
premium due date, premiums as they fall due at the rate applicable to such 
policies. Subject to payment of such premiums, coverage hereunder will be con- 
tinved for a period of one year, and may be continued from year to year there- 
after at ihe option of HIP 

©. If this policy shall be issued in conversion of a certificate, in accordance 
with the terms of Paragraph D thereof, coverage hereunder will be continued 
for a period of one year, and may be continued from year to year thereafter at 
the option of HIP. 

D. If coverage shall have been continued in accordance with the terms of 
Paragraph B or © of this Article, HIP shall not exercise its option of termina- 
tion of coverage under said Paragraphs with respect to an insured person who is 
confined as a bed patient in a hospital for general care until the termination of 
such confinement, subject to the payment of premiums as they fall due. 

E. The coverage of the Policyholder’s spouse shall terminate upon the termi- 
nation of marriage to the Policyholder, or upon a legal separation. Premiums 
must be paid until the first day of the month succeeding the date HIP receives 
written notice of such event. 

F, The coverage of a Policyholder’s child shall terminate upon: 

(1) the child’s attainment of age eighteen (18), termination to take effect 
on the premium due date succeeding the eighteenth (18th) anniversary of 
the child’s date of birth; or 

(2) the marriage of the child. Premiums must be paid until the first day 

of the month succeeding the date HIP receives written notice of such 
marriage. 


ARTICLE V—-GENERAL PROVISIONS 


A. This Policy includes the endorsements thereon and attached papers, if any, 
and contains the entire Policy. All statements made in any applications shall be 
considered representations and not warranties; and no statement shall be used 
as a defense of any claim hereunder unless it is contained in this Policy or in any 
of said applications. No statement by a Policyholder in his application for this 
Policy shall avoid this Policy or be used in any legal proceeding hereunder unless 
such application or an exact copy thereof is included in or attached to this Policy. 

B. No action at law or in equity shall be brought against HIP for any claim 
prior to the expiration of sixty (60) days after a claim in writing shall have been 
filed with HIP, nor shall any such action be brought unless commenced within 
two (2) years from the date of emergency illness or accidental injury. 

C. HIP shall not be liable for negligence or malpractice on the part of a 
Medical Group, the physicians associated therewith, employees thereof, or of any 
other physician or person, in the provision of medical services to persons covered 
hereunder. 

D. The benefits provided for by this Policy are not assignable. 

kK. If default be made in the payment of the premium for this Policy, the sub- 
sequent acceptunce of a premium by HIP or by an officer of HIP shall reinstate 
this Policy but only to cover injury thereafter sustained and such sickness as may 
begin more than ten days after the date of such acceptance. 
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F. No agent or representative of HIP, other than an officer, is authorized to 
change this Policy or waive any of its proviisons. No change in this Policy shall 
be valid unless approved by an officer of HIP and evidenced by endorsement on 
this Policy or by amendment to the Policy. 


PROFESSIONAL STANDARDS FOR MeEpIcAL GROUPS AND STANDARDS FOR MEDICAL 
Group CENTERS, LIEALTH INSURANCE PLAN OF GREATER NEW YORK 


PROFESSIONAL STANDARDS 


I. DEFINITION OF GROUP PRACTICE WITHIN HIP 


Group practice of medicine is the provision of preventive, diagnostic, and 
curative medical services by family physicians, specialists, and other professto, 
and technical staff working as a team in a medical center, pooling their knowl 
edge, experience, and equipment as well as their income. 


II. PRINCIPLES OF GROUP PRACTICE* 


1. A medical group shall be defined as a number of licensed physicans engaged 
in the practice of medicine in a common organization qualified to provide compre 
hensive medical care in the patient’s home, the group center, a physician’s office, 
or in a hospital. 

2. The medical services in a group shall be under the control of the physician 
members of the group and shall be provided by them in accordance with stand- 
ards adopted by the medical control board of HIP. 

3. Physicians may work full or part time in a group. 

4. A third party shall not be permitted to come between the patient and his 
physician in any medical relation. 

5. An insured person (or family) shall be free to choose any group serving 
the area of his residence and to select one of the family physicians in the group 
as his personal physician. An insured person (or family) may change to another 
family physician in the group upon application to the group director or may 
transfer to another medical group serving the area, upon application to HIP. 

6. The method of rendering medical services shall safeguard the confidential 
relationship between the patient and his family physician or other member of 
the group. 

7. The chief executive officer in charge of administration of the medical policy 
of a group shall be a physician. 

8. The organization and operation of all medical groups shall emphasize pre- 
ventive medicine and early disease detection. 

9. Clinical staff conferences of the physicians of each group shall be held at 
least once a month to discuss case presentations and methods of improving the 
quality of medical care. These conferences shall not be held in conjunction with 
meetings related to group administration. 

10. Solicitation of patients by physicians or medical groups is unethical. 

11. Income which accrues from the group practice of medicine shall, after 
providing for necessary expenses and reserves, be paid on an equitable basis to 
the physicians working in the group. 

12. Interns and residents on hospital staffs shall not be affiliated with a medi- 
cal group. 

13. Groups may not use a name which is of an advertising nature or which 
suggests superiority or unique power or exclusive specialization. A group using 
the name of a living person may select one who is, or has been, an active prac- 
ticing member of the group. 


Ill. THE MEDICAL GROUP 


A. General requirements 


1. All physicians affiliated with a medical group holding an HIP medical group 
agreement to provide services to persons insured with HIP shall be licensed to 
practice medicine in the State of New York and shall be so registered. 


ee 


‘Based upon the Principles of Group Practice adopted by the coordinating council of 
the five county medical societies of New York City. 
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2. The qualifications of each physician, prior to affiliation with a medical group, 
shall be reviewed and approved by the HIP medical control board. (See sec. V, 
p. 11.) 

3. Every physician in a medical group shall have adequate space, equipment, 
and personnel to provide the necessary services within his professional classifi- 
cation to the insured persons under his care. 

4. In the selection of a physician, a medical group shall not discriminate against 
a physician on account of race, religious or political creed, color, or sex. 

5. A physician affiliated with a medical group shall serve his patients irrespec- 
tive of race, color, or creed. 

6. A medical group shall encourage as many physicians as possible to devote 
full time to the group. 

7. A medical group or any physician member or other participant in the man- 
agement thereof shall not profit in any way, directly or indirectly, from the pro- 
vision of dental services, eyeglasses, prosthetic appliances, drugs, or other goods 
or services prescribed for the treatment and care .f an HIP enrollee and not 
supplied as a benefit under the HIP contract. This does not apply to the receipt 
of suitable rent by medical groups for space in their centers where such services 
are provided or where drugs, eyeglasses, etc., are sold. 

8. Medical groups may have pharmacies located in HIP medical group centers, 
for the convenience of the patients. Such pharmacies, however, shall not be 
owned by the group nor may the group share, directly or indirectly, in the profits 
of such a pharmacy. Rental of space to pharmacies on a fixed annual basis is 
permissible. 

9. A medical group, or physician within a group, shall not arrange with a non- 
HIP physician to provide service to an HIP subscriber, until that physician has 
been approved by the medical control board, except in emergencies when an 
approved physician is unavailable. 

10. Every physician affiliated with HIP shall, individually or through his group, 
acquire the insurance necessary to protect himself, his group, and HIP. 

11. All physicians affiliated in any capacity with an HIP group shall be listed 
in the HIP medical directory. 

12. Home services at night or on weekends shall be provided by regular mem- 
bers of the group. Physicians shall not be employed by an HIP group nor by any 
HIP physician for the primary or sole purpose of providing such home services. 

The medical control board wili consider applications submitted by the medical 
groups for physicians who are to serve for specified periods of time as temporary 
substitutes for individual group physicians who may be out of the city for vaca- 
tion, postgraduate education, medical conventions, military service, or when 
incapacitated by illness. The medical groups should use physicians in their own 
or in other HIP groups as such temporary substitutes to the maximum extent 
possible. 

13. Each medical group shall— 

(a) Receive calls and furnish necessary professional service 24 hours a day. 

(b) Maintain appointment systems for visits to all physicians. 

(c) Submit to HIP a schedule of the office hours in the group center or office 
of each of its group physicians. 

(d) Maintain adequate clinical and laboratory records for each enrollee and 
provide for the filing of these records in an individual or family unit folder. 

(e) Receive suggestions and complaints by subscribers and adjust misunder- 
standings between HIP subscribers and physicians or other personnel of the 
group. 

(f) Promptly provide other groups, without charge, on forms furnished by 
HIP, all information necessary for the care of the insured persons who transfer 
from one medical group to another. 

(9) Maintain, from data furnished by HIP, a register of insured persons who 
have selected the group for their medical care. 

(h) Submit to HIP monthly statistical reports of services rendered to HIP 
subscribers on forms provided by HIP. 

(i) Provide lectures, forums, conferences, and other means for health educa- 
tion of subscribers and for the discussion of administrative and public relations 
problems concerning the group and subscribers. 


B. Organization 


1. HIP medical groups shall be organized as legal partnerships except when a 
group is formed by a hospital or university from its medical staff. 
2. In a new group— 
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(a) At least three-quarters of all physicians shall be partners with equal 
voting power. 

(bo) The chiefs of at least the specialties of internal medicine, general surgery, 
obstetrics-gynecology, and pediatrics, and at least one-half of the family physi- 
cians, shall be partners. 

3. Any physician joining a medical group, after it is initially approved, shall 
become eligible for partnership after a probationary period not to exceed 24 
months. 

4. In an established group— 

(a) At least three-quarters of all physicians who have served a probationary 
period not to exceed 24 months shall he partners and within 5 years after becom- 
ing affiliated with the group shall have voting power equal to that of any other 
partner. 

(vb) The chiefs of at least the specialties of internal medicine, general surgery, 
obstetrics-gynecology, and pediatrics, and at least one-half of the family physi- 
cians, who have served a probationary period not to exceed 24 months, shall be 
partners. 

5. No layman shall become a partner in a medical group affiliated with HIP. 

6. The chief internist shall be director of a department of medicine in the 
group and shall be responsible for the supervision of the work of all family 
physicians. 

0. Composition 

1. Physicians— 

(a) Upon entering into a contract with HIP, a medical group shall have 5 
family physicians and at least 1, and preferably 2, pediatricians as well as 1 
specialist in each of the other 11 basic categories. (See sec. IV, p. 9.) 

(b) As enrollment of a group increases above 5,000, additional physicians 
shall be appointed as necessary to enable insured individuals to obtain office 
appointments with family physicians and specialists within a reasonable period 
of time of request. The referring physician shall be responsible for determining 
the urgency of the consultation and, if urgent, shall personally arrange for the 
consultation appointment. 

(co) The combined number of family physicians and pediatricians affiliated 
with groups shall not exceed 1 to each 500 enrollees (except when a group begins 
operation, or before it reaches an enrollment of 5,000, or under circumstances 
specifically approved by the medical control board). 

(d) Not more than 2 specialists in any clinical field shall be affiliated with a 
group until each of the first 2 specialists appointed is providing on the average 
at least 20 hours of service per week to HIP enrollees. 

(c) Family physicians may serve in only one group. Specialists may serve 
in more than one group when so approved by the medical control board. 

(f) Whenever feasible, medical groups shall make arrangements with other 
groups to provide approved substitutes for the chief of any service in the event 
of his temporary absence or the temporary absence of his associate. 

2. Other Medical-Care Personnel— 

In all groups there shall be a sufficient number of qualified nurses, physical 
therapists, and X-ray and laboratory technicians to carry out the work of the 
group efficiently. 


IV. BASIC SPECIALTIES IN GROUP PRACTICE 


The services of physicians qualified in each of the 12 (basic) specialties listed 
below shall be available to the insured persons of a medical group: 


Dermatology Orthopedics 

General surgery Otolaryngology 
Internal medicine Pathology (see note 1) 
Neuropsychiatry (see note 8) Pediatrics 

Obstetrics and gynecology Radiology (see note 2) 
Ophthalmology Urology 


In other basic specialties, it is recommended that medical groups obtain 
family physicians, internists, and general surgeons with a variety of specialized 
training and experience in the subspecialties of medicine and surgery. 


Eeplanatory Notes 


(In the following explanatory notes, the term “qualified” is to be interpreted to 
mean qualified in accordance with section V, paragravh B, ». 12.) 
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Note 1: Pathology—(Clinical pathology and tissue pathology) : 

For the purposes of these standards, the following definitions have been 
adopted : 

A. Clinical pathology is that branch of pathology which deals with bacteriol- 
ogy, immunology, biochemistry, parasitology, hematology, endocrinology, and 
clinical microscopy in relation to diagnosis, prognosis, and treatment of disease. 

B. Tissue pathology is that branch of pathology which deals with the morpho- 
logic aspects of disease and is concerned with the description and diagnosis of 
gross and microscopic specimens. 

C. The requirements of these standards will be fulfilled by a medical group 
which includes in its personnel— 

(1) One physician who is qualified in both clinical pathology and tissue 
pathology; or 

(2) Two physicians—one of whom is qualified in clinical pathology and 
the other in tissue pathology ; or 

(3) One physician who is qualified in clinical pathology, provided that the 
medical group furnishes satisfactory evidence of an efficient arrangement 
whereby the services of a physician qualified in tissue pathology will be 
provided, whenever required, to insured persons in accordance with the 
benefits set forth in the HIP medical group agreement. 

Nore: Roentgenology—( Diagnostic roentgenology and therapeutic radiology ) : 

For the purposes of these standards, the following definitions have been 
adopted : 

A. Diagnostic roentgenology is that branch of radiology which deals with the 
diagnostic application of roentgen rays. 

B. Therapeutic radiology is that branch of radiology which deals with the 
therapeutic application of roentgen rays and radium. 

C. The requirements of these standards will be filfilled by a medical group 
which includes in its personnel— 

(1) One physician who is qualified in both diagnostice roentgenology and 
therapeutic radiology; or 

(2) Two physicians—one of whom is qualified in diagnostic roentgenology 
and the other in therapeutic radiology; or 

(3) One physician who is qualified in diagnostic roentgenology, provided 
the medical group furnishes satisfactory evidence of an efficient arrangement 
whereby the services of a physician qualified in therapeutic radiology will be 
provided, whenever required, to insured persons in accordance with the 
benefits set forth in the HIP medical group agreement. 

Note 3: Neuropsychiatry : 

The requirements of this standard will be fulfilled by a medical group which 
includes in its personnel— 

A. One physician who is qualified in both psychiatry and neurology ; or 

B. Two physicians—one of whom is qualified in psychiatry and the other in 
neurology ; or 

C. One physician who is qualified in either of the two specialties, provided that 
an efficient arrangement exists whereby the services of a physician in the other 
specialty will be provided, whenever required, to insured persons in accordance 
with the benefits set forth in the HIP medical group agreement. 


V. QUALIFICATIONS OF GROUP PHYSICIANS 


Approval by the medical control board of applicants for appointment in medical 
groups will be based upon the following professional standards. 


A. Family physicians 

1. Graduation from a medical school approved at the time of graduation by 
the American Medical Association. 

2. An internship for a period of at least 1 year (or the equivalent during the 
war years) in a hospital approved for internship by the American Medical 
Association. 

3. Appointment on the inpatient or outpatient staff of a voluntary or municipal 
hospital approved for internship or residency by the American Medical Associa- 
tion or as clinician in selected services of the New York City Health Depart- 
ment, or 

4. Evidence of postgraduate training of at least 50 hours during each calendar 
year. This training may include— 

(a) Approved postgraduate courses. 
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(bv) Postgraduate lectures, clinical rounds or conferences at approved 
hospitals, and scientific sessions at medical conventions or special meetings. 
5. When it is necessary for a medical group to provide a temporary substitute 
for a family physician, the substitute shall possess the above qualifications, 
B. Specialists (see sec. IV, p. 9.) 
1. Chiefs— 
(a) Certification by the American board in the specialty; or 
(b) Appointment as attending or associate attending on the staff of a hos- 
pital approved by the American Medical Association for resident training in 
the specialty. 
Associates 
(a) Acceptance for examination by the American board in the specialty ; or 
(b) Appointment as attending, associate attending, or assistant attending 
(or equivalent rank) on the staff of a hospital approved by the American 
Medical Association for resident training in the specialty. 
Assistants 
(a) Acceptance for examination by the American board in the specialty, or 
active participation in a program leading to acceptance by the specialty board 
(b) Hospital admitting privileges in at least one hospital where the chief 
or associate in this specialty has such privileges. 


VI. CONSULTANT SPECIALISTS 


In accordnace with the benefits set forth in the HIP contract, a medical group 
is required to provide services in all essential specialties and subspecialties. Un 
der certain conditions it may be necessary for a group to obtain the services of 
physicians skilled in highly specialized fields. The medical control board has 
prepared a list of available consultant specialists in several fields. The board 
has approved the qualifications for physicians providing services in these fields, 
as set forth below: 


A. Cardiac surgeon 

1. Certification by the American Board of Surgery; and 

2. Appointment as attending or associate attending physician in cardiac sur 
gery (or assigned to cardiac surgery if no special department exists) in a hos- 
pital having a specially organized group for the performance of such surgery. 


B. Electroencephalographer 

1. Certification by the American Borad of Neurology: or 

2. Appointment as attending or associate attending in this field in a hospital 
approved by the American Medical Association for training of residents in neuro! 
ogy ; and 

3. Special training and experience in electroencephalography. 
C. Gastroscopist 

1. Certification by the American Board of Internal Medicine; and 

2. Gastroscopy privileges in a hospital approved by the American College of 
Surgeons ; and 

3. Evidence of having performed at least 100 gastroscopies. 


D. Head and neck surgeon 

1. Certification by the American Board of Surgery ; or 

2. Appointment as attending or associate attending on the staff of a hospital 
approved by the American Medical Association for resident training in surgery; 
and 

3. Satisfactory training or experience in head and neck surgery. 


Labyrinthine surgeon 

1. Certification by the American Board of Otolaryngology; and 

2. Performance of at least 25 fenestration operations on live patients, operative 
summaries in these cases to include audiographic indications and results; and 

3. Appointment as attending or associate attending in otolaryngology or in 
labryrinthine surgery on the staff of a hospital approved by the American Medical 
Association for resident training in otolaryngology which provides the necessary 
special equipment and assistants for the proper performance of the fenestration 
operation and for necessary aftercare. 


89087—54—pt. 6 20 





1638 HEALTH INQUIRY 


F. Neurosurgeon 

1, Certification by the American Board of Neurological Surgery ; and 

2. Performance of neurological surgery for at least 5 years in a hospital ap- 
proved by the American College of Surgeons, or appointment as attending or 
associate attending in neurosurgery in a hospital with the necessary special 
equipment and assistants for the proper performance of such surgery. 


G. Oral surgeon 

1. Certification by the American Board of Oral Surgery or its equipvalent ; and 

2. Performance of oral surgery for the preceding 5 years in a hospital approved 
by the American College of Surgeons, or appointment as attending or associate 
uttending in oral surgery in a hospital with the necessary special equipment and 
assistant for the proper performance of such surgery; and 

3. Practice limited predominantly to oral surgery. 


H. Plastic surgeon 

1, Certification by the American Board of Plastic Surgery; and 

2. Performance of plastic surgery for at least 5 years in a hospital approved 
by the American College of Surgeons, or appointment as attending or associate 
attending in plastic surgery in a hospital with the necessary special equipment 
and assistants for the proper performance of such surgery. 


I. Replacement transfusionist 

1. Appointment as hematologist or associate hematologist on the staff of a 
hospital approved by the American College of Surgeons; and 

2. Performance of at least 10 replacement transfusions. 


J. Thoracic surgeon 

1. Certification by the American Board of Thoracic Surgery or by the Ameri- 
can Board of Surgery and completion of a residency or accredited postgraduate 
training in thoracic surgery; and 

2. Performance of thoracic surgery for at least 5 years in a hospital approved 
by the American College of Surgeons, or appointment as attending or associate 
attending in thoracic surgery in a hospital with the necessary special equipment 
and assistants for the proper performance of such surgery. 


All services in these highly specialized fields shall be performed only by a 
physician who, in addition to meeting the above qualifications, has been approved 
by the medical control board. 

Under special circumstances, the medical control board may, for cause, make 
exceptions to these professional standards. 


VII. FUNCTIONS OF GROUP PHYSICIANS 


A. Family physicians 

The medical group shall so organize its services that every insured person on 
its rolls has a family physician. This physician shall be selected by the insured 
person from among the family physicians of the group. The family physician 
shall have general supervision of the health of the subscribers who select him, 
provide health counseling and advice, conduct periodic health examinations, 
diagnose and treat conditions not requiring the services of a specialist, arrange 
for consultation with specialists and for laboratory services when necessary, 
coordinate the findings of consultants and laboratories, and interpret them to 
the patient and his family. Progress notes shall be recorded in the enrollee’s 
unit record file. 


B. Specialists 

Specialists shall render only those services for which they are qualified by 
training and experience. They shall make a complete report of all consultations 
to the referring physician, a copy of which shall be filed at the group center in 
the enrollee’s unit record file. Whenever possible, the opinion to be given to 
the patient following such consultation shall be based upon a joint discussion 
between the family physician and the consultant. If the patient requires con- 
tinued special therapy, the specialist shall keep the family physician informed 
of the patient’s progress. If not in need of continued therapy by the specialist, 
parents should be advised to return to the family physician. 
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VIII. OBSTETRICAL SERVICES BY MEDICAL GROUPS 


A. The chief of service shall have full responsibility for all obstetrical and 
gynecological services rendered in the group. 

B. All obstetrical services shall be provided by obstetricians except that, with 
the approval of the chief of obstetrics, a family physician may be permitted to 
provide obstetrical care in a normal pregnancy if the subscriber makes a written 
request for his services. In all such cases, however, the obstetrician shall 
examine the patient at least once in the first trimester of pregnancy and again 
in the third trimester. The chief or associate obstetrician shall be called by 
an assistant obstetrician or family physician in the event of any major compli- 
cation during gestation, delivery, or the postpartum period. 

C. An obstetrician qualified as an assistant may not at any time be in independ- 
ent charge of the obstetrical service of the group. 

D. The group shall arrange a schedule whereby either the chief or associate 
will be available at all times for emergency care. 


IX. PEDIATRIC SERVICES BY MEDICAL GROUPS 


A. The chief of service shall have full responsibility for supervision of medical 
services to all chidlren under the age of 13 years. 

B. General medical care for children shall be provided by pediatricians until 
at least the age of 6. A family physician, with the approval of the chief of 
pediatrics, may provide pediatric services if so requested by the subscriber. 


X. PREVENTIVE MEDICAL CARE 


Preventive medical services can be provided most efficiently and with maximum 
benefit within the framework of a prepaid comprehensive medical-care plan 
Vreventive medicine is a major function of the medical groups affiliated with the 
Health Insurance Plan, The cornerstone of preventive medicine in group medi- 
cal practice is the periodic health examination. The term “periodic health 
examination” is used here to include all preventive health services to apparently 
well individuals (infants, children, pregnant women, other adults) at regularly 
stated intervals for the purpose of early detection of disease. Preventive pedi- 
atric and prenatal care are well defined and are being provided by the medical 
groups affiliated with the Health Insurance Plan. In relation to prenatal care, 
all pregnant women shall have a chest X-ray as part of this service. 

All insured persons are entitled to periodic health examinations. From the 
age of 6 through the age of 45, each person is entitled to one such examination 
annually. Infants, preschool children, and adults over 45 require a comprehen- 
sive health examination more frequently. 

Every health examination of an adult shall include— 

A. A complete history. 

B. A complete physical examination, consistent with items listed on unit medi- 
cal record form UMR 2. 

C. At least the following laboratory tests: 

1. Urinalysis 

2. Hemoglobin determination 

3. Serologic test for syphilis 

4. Stool tests for ova and parasites, if the individual has lived or visited 
outside of the continental United States. 

5. Blood count, cytology, and other tests, as indicated. 

I), X-ray or photofluorogram of chest. 

In general, as new preventive technics and methods become available, and 
ure demonstrated to be effective and capable of application to individuals and 
groups, these should also be incorporated into the plan of preventive care pro- 
vided by the medical groups. 


XI. ADMINISTRATIVE PERSONNEL 
A. Medical 


1. For groups with less than 15,000 enrollees: There shall be a medical director 
responsible for the medical direction of the group and the supervision of the 
quality of medical care provided by the group. 

2. For groups with more than 15,000 enrollees: There shall be a medical 
Cirector devoting his full time to medical direction of the group and supervision 
of the quality of medical care provided by the group; or else there shall be, in 
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addition to a part-time medical director, an associate medical director to assist 
in carrying out these functions. 


B. Nonmedical 

1. For all groups with 5,000 or more enrollees : 

There shall be a full-time person, bearing a title consonant with the supervisory 
level of his duties (e. g., administrative assistant, administrator, executive 
secretary), responsible to the medical director for carrying out the nonmedical 
policies and administrative functions of the group, for supervising generally the 
work of all administrative personnel employed by the group, and for performing 
any other duties within the group delegated to him by the medical director. 

The nonmedical executive shall be responsible to the medical director for the 
training, assignment to duty, and supervision of the group’s clerical and admin- 
istrative staff (e. g., medical record clerks, file clerks, receptionists, switchboard 
operators, stenographers, typists, maintenance personnel). 

With respect to the group’s ancillary medical-care personnel (e. g., nurses, 
medical assistants, laboratory and X-ray technicians, physiotherapists), the 
nonmedical executive’s supervisory authority shall normally be limited to non- 
technical and office-management questions only (e. g., arranging work schedules 
and vacation periods, checking on recordkeeping, etc.). 

2. There shall be sufficient personnel employed by all groups to perform the 
functions of business and office management—accounting, bookkeeping, reception, 
appointments, telephone operation, secretarial, handling medical records, clerical, 
maid, and handyman services. 


STANDARDS FoR Mepicat Group CENTERS 


I. LOCATION 


The medical group shall have a medical center which is located as centrally 
as possible with respect to the population which it serves and is reasonably 
accessible to transportation facilities. 


Il. OFFICE HOURS AND TELEPHONE COVERAGE 


A. Business office hours and telephone coverage 

1. Office hours.—The business office shall be open at least 8 hours on weekdays 
and at least 3 hours on Saturdays, in addition to evening hours. 

2. Telephone coverage.—There shall be a telephone switchboard with sufficient 
trunklines to handle the volume of traffic expeditiously and with space on the 
board for additional lines as needed. An intercommunication system is recom- 
mended in order to lighten the load on the board. One or more direct private 
lines should be provided as needed. 

A telephone answering service, connected to a sufficient number of trunklines 
to handle the volume of traffic expeditiously, shall cover all hours of the day and 
night when the staff is not on duty in the center. 


B. Physicians’ office hours and attendance 

1. All of the office specialty services needed by HIP patients shall be provided 
in the group center except that some of the smaller groups may find it necessary 
to provide certain specialty services requiring expensive equipment in other offices 
(e. g., the services of the urologist or the ophthalmologist). It may also be 
necessary to furnish some pediatric services in offices located more conveniently 
to the homes of subscribers. ; 

2. At least one family physician shall have his office at the group center during 
the day for emergency service and for answering telephone inquiries of patients 
who are unable to reach their own family physicians. This requirement shall 
not be compulsory for groups with an enrollment of less than 5,000. 

3. Appointments requested by or for HIP patients shall be made within a 
reasonable period of time. The medical control board recommends that the 
appointment systems of each group permit appointments within not more than 
2 or 3 office days after the time of the request, except during exceptional periods 
of epidemic illness or peak demand. 

4. Each of the group’s pediatricians and family physicians who have offices 
outside of the group center shall have at least one office session for the provision 
of professional services at the group center each week, such hours to be used 
primarily for patients to be seen in consultation with the various specialists or 
for periodic preventive examinations. 
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Ill. PHYSICAL FACILITIES AND EQUIPMENT 


A. The medical group center 

1. Each medical group shall have a medical center sufficiently large for the 
services described under section LI, page 20, and for the facilities described under 
section III-B, page 22. 

2. There shall be a medical group sign attached to the outside of the medical 
eenter. This sign shall conform with zoning regulations and other relevant 
statutes and policies of the county medical society. 

3. The center shall be light, well-ventilated, satisfactorily heated, and attrac- 
tively furnished. It shall be so located and of such nature that it can be readily 
expanded as enrollment in the group increases, 

B, The center shall include 

1. An adequate number of professional suites to enable the specialists and 
family physicians to render the services outlined in section II, page 20, with 
reasonable promptness. <A professional suite is defined as a consultation room 
with two adjoining examining rooms. Groups with enrollments under 10,000 
require at least 5 such professional suites and additional suites should be added 
as enrollment increases. 

2. A general reception room. 

3. Smaller waiting rooms for the laboratory, X-ray department, pediatric serv- 
ice, and for every 2 or 3 other professional suites. 

4. An executive office for the medical director 

5. Adequate space for the administrative staff, records, and other files. It is 
desirable that the office of the administrative secretary open into the working 
space of the administrative staff and provide access to the office of the medical 
director. 

6. Space for EGG’s, BMR’s, physical therapy, injections, and for a recovery 


room. 

7. Adequate space for X-ray facilities needed for diagnostic examinations 
(including urology and superficial X-ray treatment in group centers serving an 
enrollment of over 10,000), space for reading and storage of films, darkroom 
facilities, adjoining toilet, and several dressing cubicles adjacent to each X-ray 


room. 

8. A deep X-ray therapy unit, unless available elsewhere. 

9. A laboratory for clinical pathology and clinical chemistry (Tissue pathol- 
ogy need not be done at the center if there are satisfactory arrangements for such 
services elsewhere. ) 

10. A utility room for refrigeration, autoclave, sterilizer, supplies, and ade- 
quate storage space. 

11. A room sufficiently large for staff conferences and for health education 
meetings. 

2. A library supplied with current medical journals and reference books when 


3. Adequate toilet facilities on each floor. 
4. Hand-washing facilities in each examining and treatment room. 


Equipment and furniture shall include at least 


1. Equipment for efficient maintenance of enrollee file cards, patients’ medical 
records, correspondence, MED 10’s, and other forms. 

2. Adequate and properly maintained office and waiting-room furniture, profes- 
sional equipment, and supplies for the physicians and for the business offices, 
waiting rooms, and laboratory. 

3. Equipment for basal metabolism tests and electrocardiography. 

4. Portable electrocardiograph for services in homes 

5. Fluoroscope and diagnostic X-ray apparatus adequate to serve the needs 
of the group. 

6. Physical therapy equipment sufficient to provide treatment with accepted 
modalities of physical therapy. 

Under special circumstances, the medical control board may, for cause, make 
exceptions to these professional standards and standards for medical group 
centers, 


HIP form PUB 12 (Rev. 2-53). 
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Tue ATTITUDE OF MepicAL SocieTies TO PREPAID Groupe Pracricr* 
George Baehr, M, D. 
NEW YORK CITY 


When people become emotionally disturbed, they often lose the power of logi- 
cal reasoning. The commonest cause of such emotional disturbances in everyday 
life is fear of the unknown. These two simple observations explain the un- 
reasonable emotionalism that often moves a large portion of the medical pro- 
fession, sometimes even a majority, to resist violently and often illogically 
almost any changes in the organization of medical care and public health. 

This was the original reaction of many physicians to the establishment of 
full-time county health departments, to communicable-disease clinics, to full- 
time professorships at medical schools and teaching hospitals, to the medical 
provisions of the Workmen’s Compensation Act, to contract physicians in in- 
dustrial medicine and to a host of other changes now universally accepted by 
the medical profession as standard medical and public-health practices. These 
fears of the unknown ultimately faded away in the light of experience. 

Physicians as a class are extremely conservative. The attitude of caution is 
actually cultivated by them as a necessary feature of their daily professional life, 
and, on the whole, it is a desirable asset. It is, therefore, important that an 
effort be made to meet the hostility of some of the critics in the medical profes- 
sion with calm understanding, with dignity and without rancor. 

The consumer-sponsored and community-sponsored insurance plans united in 
the Cooperative Health Federation of America (CHFA) are dedicated to two 
basic concepts: that the public requires comprehensive medical care at a cost 
that people can afford to pay and that the ready availability of such comprehen- 
sive medical services to ambulatory persons is vitally important for prevention 
and eariy detection of disease. In this age of highly specialized professional 
skills and medical technology, the total medical medical needs of a population 
can best be met by a well balanced group of physicians, specialists, and techni- 
cians trained in the variety of skills and technics that today constitutes modern 
medicine. The purpose of the member organizations in CHEA is to combine 
these medical skills and technics in the form of group practice so as to be able 
to place them freely at the disposal of people of moderate means in return for the 
income received from their insurance premiums. 

If the reasons for the violent opposition by some members of the medical pro- 
fession to prepaid group practice of medicine are analyzed, a paradox is evident. 
Group practice of medicine on a fee-for-service basis is tolerated and even ad- 
mired today by most doctors. The entire profession also strongly advocates vol- 
untary medical insurance. Yet many physicians and some local medical socie- 
ties violently disapprove of the combination of group practice with prepayment 
and do everything they can to prevent or destroy it. The explanation for this 
seeming paradox is not far to seek. 

Prepaid group practice is able to offer the public something that individual 
practice cannot provide on an insurance basis, namely, prepaid medical care of 
comprehensive scope in the homes of the insured, in doctors’ offices and in the 
medical group’s center, as well as in hospitals. The medical care to which the 
insured are entitled also includes preventive health services and facilities for 
early detection of disease. It can be so thoroughly comprehensive in its in- 
surance coverage that there is seldom need for the insured to make additional 
payments to physicians outside the medical group. If satisfied with the full 
scope and quality of the medical care provided for them by the medical group, 
the insured are completely out of the general medical market. There is no 
more money to be made out of this part of the population. Therein lies the true 
cause of complaint and resistance by the opponents of prepaid group practice. 

When a doctor loses a patient to a medical group, he is often resentful toward 
the group because he knows that it possesses many advantages over him. It 
can give patients the services of a family doctor and also the benefit of its 
complete laboratory and X-ray facilities and of all its consulting specialist 


* Presented at the Second Annual Group Health Institute of the Cooperative Health Fed- 
eration of America, Toronto, Canada, June 20, 1952. Reprinted from the New England 
Journal of Medicine, 247 : 625-627, October 28, 1952. 

? President and medical director, Health Insurance Plan of Greater New York; consult- 
ing physician, Mount Sinai Hospital. 
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services. Insured families that receive all their medical services from a pre 
paid medical group can completely budget all their costs for medical care 
throughout the year. These constitute such significant benefits that physicians 
who practice in independent isolation under a fee-for-service system of remunera- 
tion are under a great competitive disadvantage. 

To the extent that they lose some of their former patients to a prepaid 
medical group, physicians are injured financially. It is therefore understandable 
why they become emotionally disturbed. A feeling of frustration comes over 
them because they dare not reveal to the public that their opposition to prepaid 
group practice is purely economic. To hide their actual motives, they seek some 
other basis for attack, usually in the code of medical ethics. If they fail to 
find what they seek in the existing code of ethics, they sometimes proceed to 
amend the code to suit their purposes. As the members of the CHFA well know, 
this has actually been done by some county and State medical societies in 
several parts of the country—most recently in New York. This device has been 
used in spite of the pronouncements of the judicial council of the American 
Medical Association,’ the 20 principles adopted by the house of delegates of 
the AMA for the approval of lay-sponsored medical insurance plans’ and 
editorial advice in the Journal of the American Medical Association.’ 

Prepaid group practice of medicine has been labeled unethical by some local 
medical societies because the insured persons who receive their medical care 
from a medical group do not have “free choice of physician.” This reasoning 
ignores the superior benefits that insured persons may derive from the com- 
bined professional staff and physical facilities of the medical group. It also 
ignores the fact that the subscribers have exercised choice when they elected 
to obtain their medical care from a prepaid medical group. If they change 
their minds after they have joined, they are at liberty at any time to discontinue 
their subscription and choose any doctor outside the plan whom they prefer 
and can afford to pay. They have free choice like the rest of the population. 

In actuality, the members of the medical profession who endeavor to eliminate 
prepaid group practice and make it unavailable to the public are themselves 
the real opponents of “free choice.” They are endeavoring to destroy the only 
form of prepaid medical care that can provide comprehensive coverage to insured 
persons, with all its advantages of economy, preventive services and facilities 
for early detection of disease. If they had their way, they would deny the 
public any opportunity to budget all the annual costs of family medical care. 
They would leave the public no choice but medical-expense indemnity insurance 
with coverage so limited that doctors might levy extra charges for 90 percent 
of all medical conditions treated outside a hospital. By limiting the scope 
of voluntary medical insurance in this manner, they unwittingly encourage 
public demand for governmental intervention. 

The defenders of the status quo also frequently attempt to justify their opposi- 
tion to prepaid medical group practice by claiming that it is the entering wedge 
to socialized medicine. They forget that medical group practice is a character- 
istically American invention, examples of which have existed in this country for 
decades. The accusation was again leveled at the Health Insurance Plan of 
Greater New York a few weeks ago by the retiring president of a county medical 
society who personally disapproves of prepaid group practice. In replying to 
this physician, Mr. Gerard Swope, formerly president of the General Electric Co., 
made the following statement in the New York Times of May 30, 1952: 

“As one of the founders and at present a director of the Health Insurance Plan 
of Greater New York (HIP), which was established to encourage prepaid group 
practice, I should like to lay at rest the specter of socialized medicine which he 
raised by recalling to your readers that HIP is a voluntary nonprofit insurance 
plan incorporated under the insurance laws of New York State. As the sub- 
scribers or their employers or both pay the insurance premiums, there is not the 
least taint of socialized medicine. 

“The health insurance plan, which was established by community leaders 5% 
years ago as a voluntary nonprofit agency to fill an unmet community need, is a 
demonstration that completely prepaid medical care of truly comprehensive scope 
can be provided at low cost to insured families under our free-enterprise system. 


1 Editorial, Ethics and Group Practice. Report of the judicial council of the AMA 
adopted by the house of delegates in December 1946. New York Med. 3:13, 1947 

2? Principles V, X, and XIII of principles for lay-sponsored voluntary hea!th plans trans 
mitted to State and local medical societies by AMA house of delegates. JAMA 140: 686, 
1949. 

® Editorial, Principles of Ethics of American Medical Association. JAMA 140: 960, 1949. 
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“Its success in meeting the full medical needs of an insured population of 
more than 300,000 persons will do far more to prevent governmental intervention 
in the field of medical care, so-called socialized medicine, than millions of dollars 
spent in propaganda,” 

Governmental intervention in the field of medical care will come to pass in 
the United States and the country will have compulsory medical insurance if 
the opposition of physicians continues to interfere with the growth of the only 
form of voluntary medical insurance that can meet the full medical needs of the 
people. In New York, the obstructive tactics of some local medical societies; are 
now following the identical pattern heretofore employed by local societies to 
interfere with prepaid group practice in the District of Columbia, the States of 
Washington, Oregon, California, Oklahoma, and many other parts of the country. 
In spite of continued harassment, I know of no prepaid group-practice organiza- 
tion against which the local societies have been successful. 

In spite of the extraordinary difficulties encountered during its first 5 years, 
there are now 31 HIP medical groups in successful operation—30 located in 
various sections of the 5 boroughs of New York City and 1 in the adjacent 
county of Nassau. Together they comprise almost 1,000 general practitioners and 
specialists. By July 1 they will be providing comprehensive medical care to more 
than 340,000 persons and before the end of 1952 the insured population will 
exceed 400,000. 

Medical group practice, as exemplified by the organizations in CHFA, is a 
logical development of the present day and age. As the New York Academy of 
Medicine has indicated,’ it is the evolutionary outcome of medicine in the chang- 
ing order. The comprehensive benefits of such medical group practice can be 
made available to families of moderate income only if the cost is shared by 
the enrolled persons on an insurance basis. Since medical societies cannot or 
will not provide the public with the opportunity to purchase comprehensive 
medical care in the form of prepaid group medicine, it must be established at 
local levels by insurance plans sponsored either by consumer organizations or by 
public-spirited community leaders. In the spread of this significant undertaking, 
the CHITA has assumed a most important public responsibility. 

For many years my friend the late Fiorello H. LaGuardia, while mayor of the 
city of New York, began and ended each of his Sunday noon radio broadcasts 
to the public with the words “patience and fortitude.’ The good Fiorello, one 
of the founders of HIP, was certainly well endowed with fortitude—although he 
was not specially noted for his patience. Physicians engaged in prepaid group 
practice should adopt his slogan as their own and promise one another to carry 
on with patience and fortitude. 


MEDICAL CARE AND THE FAMILY BupGeT 
Neva R. Deardorff and Dean A. Clark, M. D. 


Better conditions for the families of the United States in the rendering of, 
and in the paying for, medical care require measures that reconcile three highly 
complex and many-sided sets of factors: (1) The wide variation in incomes and 
the diverse spending habits among the families of this country; (2) the nature 
of illness, its unpredictable character coupled with the possibilities of preven- 
tion and control; and (3) the heterogeneous aspirations and convictions of the 
medical profession. There are many other angles in the total design, such as 
the programs, policies, and financial condition of voluntary hospitals as third 
parties and the part played by governmental programs and policies; but, in the 
main, the essence of the matter lies in the relation between persons and families 
who need medical care and who are expected to pay for it, on the one hand, 
and doctors who are competent to render it, on the other. 

Families range in income from millions to nothing. They live in sparsely 
settled places, in towns and villages, in small cities, and in vast, densely popu- 
lated metropolitan centers. Medical practice ranges from that of the lone out- 
post doctor who must try to perform every kind of needed medical service to 
that in highly evolved organizations made up of medical men who have special- 


*New York Academy of Medicine. Medicine in the Changing Order. 240 pp. New 
York: Commonwealth Fund, 1947. 

7 Reprinted from the Social Service Review, vol. XXIII, No. 1, March 1949. Miss Dear- 
dorff is director of research and statistics, and Dr, Clark is medical director, of the Health 
Insurance Plan of Greater New York. 
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ized in a single disease, such as tuberculosis or cancer, or in the conditions of 
an age group, such as children or aged, or in the conditions related to work, 
such as industrial or aviation medicine. In view of these almost limitless rami- 
fications of subject matter it is necessary to exercise some selection. We shall 
confine ourselves, therefore, to the issues presented by the problem of providing 
good medical care for city families of moderate means or less. Although people 
outside cities have much the same kinds of ailments as city people, the economics 
of the practice of medicine, the nature of family income and expense, and the 
special geographical and cultural factors in such places present issues that are 
distinctive. Rural communities and the larger groupings of people who are 
interested in them face an order of problems other than those that confront 
urban communities. Correspondingly, the solutions to these rural problems 
will have to be of an order other than the solutions that can be worked out in the 
cities. We shall not attempt an analysis here of the problems of medical care 
for rural populations. The most sweeping, brief review now available of the 
whole subject of medical care in the United States is the chapter on the subject 
in the volume published by the Twentieth Century Fund in 1947 on America’s 
Needs and Resources.’ 


MEDICAL CARE AND THE CITY FAMILY 


In cities families are constantly being told of the advance of medical science 
and its vast accomplishments both in the prevention and in the cure of disease. 
The resources in physicians, hospitals, and laboratories to achieve these benefits 
ure physically present there within plain sight. But many people are under 
the strong impression that these wonderful boons of medical science are readily 
attainable only by the rich who can pay and by the poor who are willing to 
accept charity, administered either by institutions such as hospitals or clinics 
or at the hands of the private doctor. Families find this hard to take; they 
cherish the belief that “the American way of life” permits a wide range of choice 
in satisfying needs and wants, and they recognize a correlative duty to pay the 
price when choice is exercised. They want the right to pick out a physician who 
inspires their confidence, and they want to pay their way. But the problem is 
how to do that within their means. They must meet all their varied require 
ments out of a cash income that in most cases carries only a small margin 
beyond their “living expenses,” i. e., rent, food, clothing, and transportation to 
and from work. 

The budget necessary to provide for a family of 4 on a reasonably adquate 
standard of living in 34 cities in the United States in June 1947, oscillates around 
$58 per week for expenses other than medical care. The estimate made by the 
Twentieth Century Fund* of the cash income distribution for families in the 
United States in 1950 places 69 percent of the families of 2 or more persons in 
the groups with less than $3,000 (i. e., about $58 per week), 21 percent with 
incomes between $3,000 and $5,000, and 10 percent with incomes above that 
amount. 

Medical care under private practice and paid for when service is utilized is 
expensive in the sense that it bears down hard on family financing. This is so 
in part because illness comes irregularly, but when it does appear it often in 
volves expense which amounts to a substantial figure. The cost of one or two 
home calls of a physician, a few visits at his office, a couple of days in the 
hospital, and a series of laboratory tests can easily equal the size of a week’s 
wages of a relatively well-paid worker. A serious acute condition will involve 
still greater expense, while a chronic condition requiring repeated medical ob- 
servation and elaborate treatment is something that puts a severe strain, if 
privately financed, even on incomes that are considerably above the lower 
brackets. Its cost cannot be borne at all after a very short period by people 
of “modest” means. Since illness in the family frequently creates not only 
medical but other expense and in some instances jeopardizes income itself, the 
more thoughtful and conscientious the family, the more apprehensive it is bound 
to be if there is no bulwark to protect it in time of need. 

It is true that families receiving incom? above the level of subsistence can 
Save to get money ahead for medical bills, but there is no assurance that illness 
will await a sufficient accumulation to take care of them. Moreover, it is not 

2 Prepared by J. Frederick Dewhurst and associates, with Margaret C. Klem and Helen 


Hollingsworth, thors of the chapter on medical care 
* America’s Needs and Resources, p. 67. 
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reasonable to expect people to put saving for an uncertain contingency, however 
much it may haunt them, ahead of attending to an obvious present need, es- 
pecially when they know that they cannot really plan for the emergency anyhow 
either in the amount which will be required or in the timing of its arrival. 

But given a feasible way to make systematic and dependable provision for 
taking care of their needs, ordinarily prudent people will make such provision. 
The enormous volume of life insurance now in effect in this country is eloquent 
testimony of the truth of this generalization, as are the millions of homes estab- 
lished on “budget plans.” There is every reason to believe that city families, 
sensitized as they are to medical care, would buy it in the right quantity and of 
the best quality if they could. 


AMERICAN DOCTORS IN THE PRIVATE PRACTICE OF MEDICINE 


Let us turn now to the doctors who must render the services of which 
medical care in large part consists. Medical personnel in the cities is made 
up, first, of physicians all of whom have invested in a costly and lengthy educa- 
tion, who are not only proud of medical advances but also conscious of their own 
need to keep abreast of them; who in varying degrees require expensive equip- 
ment (subject to rapid obsolescence) with which to establish diagnoses and to 
administer treatment; and who must incur considerable current expense for 
office help, space, automobile, drugs, and supplies. As in the case of any other 
profession, at one extreme there are a few men and women who love the practice 
of medicine so deeply that they will follow it with little, if any, regard for 
financial reward. At the other extreme are a few who love money so much that 
they will exploit every opportunity afforded by medical practice to get it. In 
between is the vast majority of physicians who want primarily what is neces- 
sary for them to maintain themselves and their families at a decent and respect- 
able standard of living, to educate their children, and to provide modestly for 
their old age. They work hard, as a rule 6 days a week and frequently at night. 
They live almost constantly in an atmosphere of anxiety, with life itself often at 
stake. Stomach ulcers and coronary thrombosis appear among them as well as 
among their patients. 

As members of a “learned profession” they wish to practice medicine privately, 
in the sense that they want no meddling supervision interposed between them 
and their patients. They want professional organization under their own con- 
trol, and they see no reason for mixing medical politics with the other kinds. 
They want freedom of the profession to exercise full authority in medical 
matters. In recent years they have included medical economics as one of the 
domains over which they have thought they should exercise exclusive control. 
In most urban communities there are medical societies with committees on 
medical economics which speak for the profession, but sometimes without under- 
lying unanimity of opinion among the doctors. 


MEDICAL CHARITY A CONTROLLING ELEMENT IN MEDICAL ECONOMICS 


The keystone in the arch of medical economics, both in theory as ordinarily 
propounded by old-line medical men and in the practice of many a younger one, 
is medical charity. A considerable fraction of the population of cities is de- 
pendent upon it for medical care. Since very few doctors can afford to be 
philanthropists, they are compelled to recoup themselves somehow. They do 
this by a means that is essentially a sickness tax placed upon those who, in the 
opinion of the physician, can afford to pay. In effect this system puts the 
doctor in the business of not only rendering medical care as such but also being 
a dispenser of aid, an assessor, and a tax collector. 

In order to prevent complete chaos through competitive fees, medical societies 
have often fixed the minimums if any charge is to be made at all for services 
of various kinds; and schedules have been set for workmen's compensation cases 
and services for veterans. In all these instances it is evident that there has been 
a loading to recoup the doctor for free service, since, if a physician were fully 
engaged at such rates, his income ceuld attain somewhat startling dimensions. 
With no relation in the case of the individual doctor between the free services 
actually rendered and this recoupment, the whole system is haphazard any way 
you look at it. 

That there is need to get away from medical charity as viewed by the 
recipient, few would deny. Its highly unsavory character is attested by the 
fact that of all the modern terms casting opprobrium upon those in receipt of aid 
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(the term of “pauper” now being somewhat archaic) that of “charity patient” 
is the most humiliating. In recent decades the condition of people able to 
finance their shelter, food, and clothing, but not their medical care, has been 
described as “medical indigence,” with overtones little better than those of the 
older term. Moreover, free medical care has often been coupled with conditions 
that pretty thoroughly confused its purposes and that often attracted not those 
interested in the health of the poor but physicians with entirely different con- 
cerns. The free patient is regularly used as teaching material if he has a con 
dition that warrauts use of him. This usually guarantees him authentic medical 
attention but often entails atrocious social procedures. Staff positions on hos- 
pitals with free clinic and ward patients, whether public or voluntary, are greatly 
coveted for their prestige values, for their opportunities to widen clinical ex- 
perience, and, if it is a voluntary hospital, for the privileges they carry to use the 
hospital for private patients. Medical education, both initial and subsequent, 
is of the greatest significance and obviously should be greatly encouraged and 
strengthened ; but it does not follow that people unable to pay for their medical 
care are inevitably destined forever to be the principal proving ground for 
medical education, study, and experiment. That honor and duty could well be 
shared in a democratic society by those not under economic duress. The forward 
looking teaching institutions are well aware of this and are planning their 
programs accordingly. 

The crux of most of the difficulties in the administration of free medica] 
to the medically indigent lies in the fact that the producer of the service must al 
be the functioning philanthropist. Except for tradition there is no more reason 
to expect a doctor to provide free medical service than to expect a farmer to 
provide free food, or a clothing manufacturer free clothing, or a landlord free 
housing. Indigence is a matter to be established as an economic condition with 
basic needs supplied not as an integral part of the practice of medicine (or the 
operation of hospitals, for that matter) but out of funds either given voluntarily 
for that purpose or derived from taxation broadly assessed 

By and large, medical charity will never be other than it is so long as the 
relation between doctor and free patient is attended by the sharp realization 
on the part of both that the doctor is giving something for which he would 
normally be compensated. And equally bad, if not actually worse, from the 
broad social point of view, the fees charged private patients will continue to be 
“loaded” so long as doctors can point to the free work that they are expected 
to perform for the poor. People in the lower-income brackets who would like to 
pay their way cannot afford to be philanthropists, or special taxpayers either, 
particularly when they are sick. That is the poorest possible time to force them 
into that position. It is of the utmost importance that as many people as 
possible be enabled to pay their way medically by the removal of the “loading” 
and that the financing of the care of the remainder be made through community 
arrangements. Doctors should be freed of all responsibility for engaging p« r- 
sonally in the equalizing of their patients’ economic status. They will, of course, 
remain highly influential in the determination of the broad policies governing 
the provision of health service and medical care of those who cannot pay, but 
that will be in the higher echelon of community leadership and planning. The 
physician attending a given patient does not need to know the source of his com- 
pensation so long as it is just and fair in amount and sure to be paid. 


ENABLING FAMILIES TO BUDGET MEDICAL EXPENSE 


Under present conditions, medical expense is, as was said above, high when 
it comes and in many instances cruelly disorganizing in its effect on family plan- 
ning. To many people it has meant debts to doctors; to others resort to loan com- 
panies with their heavy interest charges; to still others the rubbing out of plans 
for education, for home improvement, for having a child, for realizing some 
other long-cherished dream. 

But worse still are the situations in which the family tries to avoid medical 
expense by delaying the visit to the physician or by the resort to self-medication 
or to the unqualified practitioner. The universal and long-standing testimoy on 
the correction, or the lack of correction, of physical defects found through the 
medical inspection of school children—to say nothing of the conditions brought 
to light through the examinations of the young men drafted for military serv- 
ice—should have made us question far more persistently just why this neglect 
occurs. One can but surmise that many conscientious parents, seeing no way 
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to pay the regular fees of physicians, faltered before the choice of the free clinic, 
when there was one at hand, and the doctor who might be obtained “cheap.” 

What would enable a family with a limited income to buy for itself good med- 
ical care? Briefly, the answer is a budget item for prepaid medical care. A 
great many families now know that some order can be introduced into their finan- 
cial affairs by means of a budget and that such planning helps them to get better 
values out of their expenditures because it forces them to give some thought to 
the choices that they make. They are aware of the necessity of budgeting if 
they are to satisfy their desires for the more expensive things. They also know 
that families—like other units in society, including even governmental units 
ean gain control over expenditure only through setting a plan that currently 
reconciles outgo with income. But they also know that, if left to the forces of 
chance, medical expense as now assessed may sooner or later wreck the family 
budget, especially if that budget is operating on a narrow margin. That is, it 
may either wreck the budget or drive the family to free care. When the need 
continues for any great length of time, free care is inevitable, with or without 
a financial debacle in the family budget. So a family budget, to be really effec- 
tive, must cover medical care. But that is only possible if the necessary pro- 
vision for it can be seen in advance and if the budget carries an item of adequate 
size for it. 

Parenthetically it should be noted that family budgeting is not only a means 
of control by the family itself, it is also a means of revelation both to the indi- 
vidual and to the community. Family budgets are the real evidence of the Amer- 
ican standard of living—that concept of well-being which means so much to us 
here in America and which shines like rosy dawn throughout the world. Just 
what is that standard in terms of medical care? Nobody can answer that pre- 
cisely, either in terms of the services now being received or in terms of the 
dollars that do or should stand in the family budget for medical care.‘ But 
we are slowly getting around to it as we shall indicate a little later. It is in- 
tended here only to point out that from every point of view it is essential to fix 
the size of that item so that people can plan to take care of it. The medical pro- 
fession and the hospitals for whose services that money will largely be expended ; 
the employer and the labor union, concerned about the wage expected to finance 
the family budget, need to know its size and the ways in which the aggregate sums 
in family budgets can be brought to produce for each family the care required 
on its day of need. 

As we have said earlier, no one can predict what any given person or family 
may need in any given year, but we are rapidly learning what a group of families 
chosen at random will require. Insofar as we know that set of facts, referred 
to in professional circles as “utilization,” as we get to a satisfactory agreement 
with the medical profession as to what is adequate compensation for the required 
amount of service, and as we can estimate properly the the allowance for admin 
istrative costs, we are pretty well set to go into the business of insuring people 
for the expense of their medical care. The magic of averages, as Winston 
Churchill phrases it, can be relied upon to determine the size of the premium 
that the family must pay for the assurance that, within the limitations of the 
whole economic system (such as inflation and widespread unemployment which 
destroys productive power and income), its needed medical care will have been 
paid for. Such are the essentials for bringing medical care within the reach 
of family budgets, thus enabling the largest possible number of families to pay 


*See The City Worker’s Family Budget: General Description of Purpose and Methods 
Followed in Developing the Budget of 34 Cities in the Spring of 1946 and Summer of 
1947, Monthly Labor Review, February 1948 prepared by Lester S. Kellogg and Dorothy 
S. Brady, Chief of the Prices and Cost of Living Branch and Chief of the Cost of Living 
Division, Bureau of Labor Statistics, U. S. Department of Labor 

“The needs for medical and dental care, as services directly related to physical health, 
probably will eventually be formulated in a set of actuarial standards approved by the 
medical and dental profession and other informed authorities. At present. the detailed 
and authentic statistical data necessary to the formulation of such a set of standard re 
quirements do not exist. It is, therefore, not possible to adapt the budget determination 
of the medical’care requirements to any set of standards corresponding to those used for 
food and housing 
_ “The medical and dental standards established in this budget are characteristic of an 
income level above that of the other groups of goods and services. This corresponds to 
the generally accepted observation that the majority of United States families have not 
been receiving a satisfactory volume of these essential services. There is considerable evi- 
dence that the medical care sought by families at all income levels is gradually increasing. 
This increase reflects both more widespread use of insurance plans, credit arrangements, 
and medical nrepayment plans and also increased public education in the necessity of more 
adequate medical and dental care.” : 





HEALTH INQUIRY 1649 


their own way. Many who are medically indigent in the tace of sudden need 
for costly medical care are not so in terms of insurance. 

But there is much more to the story than that, and it is these other phases of 
the total situation that get badly tangled up in the minds of both doctors and lay 
men, One of the most confusing of these is the manner in which physicians are 
reimbursed for their services under an insurance plan, be it under either public or 
voluntary auspices. This in turn is keyed into the question of whether and how 
family doctors and medical specialists are teamed up to render the needed serv 
ices and how disease prevention and health promotion are woven into the plan. 
These and other phases are so closely interlocking that it is only by first listing 
a series of obvious desiderata and then examining the means by which each can 
be attained that it is possible to escape from obfuscation of issues and general 
confusion about ways and means. We are, therefore, listing a series of seven 
criteria of a good plan for prepaid medical care. These are the prime things for 
which to look and to provide in any realinement of medical economics. 


CRITERIA FOR PLANS OFFERING PREPAID MEDICAL CARE 


1. Since nobody knows in advance the kind of illness that he or his dependents 
are going to have, preventive services, health education, and treatment applicable 
to all types of acute and chronic conditions must be covered, with the exceptions 
clearly stated. The exceptions may properly include the ones for which public 
responsibility is now fully established, as in the case of workmen’s compensation 
cases, or the long-time care of the mentally ill, or those that involve no health is 
sues, as the correcting of cosmetic defects, or those that still defy planning for 
adequate care, such as dentistry, the total need for which among adults could not 
possibly be met by the existing supply of dentists, whatever the amount and 
method of payment or the organization of service. 

2. The plan must be so organized as to offer its benefits to the largest possible 
proportion of the families living in the community which it is designed to serve. 

3. A high quality of care must be guaranteed. Quality has to do with both the 
competence and the interest of physicians, with the use of special services, hos 
pitals, visiting nurses, and with the coordination between family physicians’ 
specialists, and the auxiliary personnel. In this connection the whole of the 
organization must be alive to the importance of medical education and research. 
It must be prepared to cooperate with institutions engaged in education and 
research if they exist in the area and in any case to cooperate with and aid in ad 
vancing educational and research activities among the physicians of its com- 
munity. 

4. The policies of the plan must make possible a real experimentation with 
methods of payment and operation as experience indicates these should be 
modified and altered. 

5. The amount of the remuneration to physicians and the conditions of par- 
ticipation must be such as to attract and hold men who, though they love the 
practice of medicine, also want to do right by their own families. The system 
of remuneration must also be such as will give physicians incentive to prevent dis- 
ease and to promote health among the persons and families in their care. 

6. The charges should be levied and paid in such way as to facilitate family 
budgeting and low administrative cost. The plan must be set in such a way as 
to achieve a maximum of working together among physicians in arriving at a 
diagnosis, in treatment planning, and in carry through and a minimum of waste 
in medical and technical services and of patients’ time and strength. At the 
same time, each family must have reasonable opportunity to choose the doctor 
whom it wishes as its family physician, with freedom to change for cause. 

7. All questions pertaining to medical competence and the performance of phy- 
sicians must be left to medical authority which should be organized and equipped 
to deal adequately with the medical questions brought to the attention of the ad 
ministrators of the service. Ultimate responsibility for the operation of the 
economic aspects of the service, however, should rest with a group composed of 
physicians, direct consumers, and a goodly proportion of representatives of the 
public interest. 

Most of these are self-evidently necessary objectives and safeguards for any 
plan that purports to bring good medical care within the means of families with 
limited incomes. Only a few words need to be added to indicate something of the 
methods of achieving each of them. Points 1, 3, and 6, when taken together, 
dictate that care must be provided by a team of physicians working closely to- 
gether and that this team must include representatives of all the recognized medi- 
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cal specialties. This means the group-practice of medicine in a well-equipped and 
efficiently operated ‘“‘medical center.” Point 3 implies that these self-organized 
groups must be under the general aegis of a central medical authority constantly 
on guard to see that all the medical personnel is up to standard on admission to 
the groups and continues on that level. When there is affiliation with a medical 
school, that usually helps to lift the quality of service still higher. Moreover, it 
now helps medical education to have an adjunct service which exemplifies the 
best medical practice, in its social adaptations as well as in its technical phases. 
Future physicians should be trained to treat and instruct private patients as 
well as those who must seek service in public clinics. Fortunately, programs to 
this end are beginning to appear in medical colleges. 

Point 2 is clearly inherent in any program which desires to be of real service 
to the community. 

With regard to point 4 it is apparent that an experimental approach is essen- 
tial. Weare today far from the place where anyone can with certainty state at 
the outset that one particular method is correct at all times and in all places. 
Workable solutions to our problem cannot be found unless we are prepared to 
learn from experience and to act accordingly. 

It is believed that the ends sought under point 5 can best be accomplished by 
arrangements made with groups of doctors by a central administrative unit— 
the insurance service. This central body collects the premiums and with those 
funds purchases the right to comprehensive service as needed by the families. 
This right is acquired upon the payment of a capitation” to the medical group 
for each person for the period specified in the premium—a month, three months, 
or a year. The capitation has to be large enough to give the group whose physi- 
cians are fully occupied with insured persons an income that meets the general 
accepted beliefs of doctors as to a fair and proper compensation for their services. 
No plan can succeed for any length of time in holding good doctors if it is paying 
them appreciably less than they could get elsewhere under similar working 
conditions. 

In this connection it is necessary to compare service with medical indemnity 
plans. The latter are widely offered by commercial insurance companies and by 
the highly advertised “doctor-sponsored” schemes. Under these the insured 
person or family is indemnified to a stated amount for each of a schedule of 
services for which he has been billed by his physician. The subscriber’s indem- 
nity is fixed, but his physician’s charges are not. So, although he may receive 
only $100 toward the surgeon’s fee for removing his appendix, the surgeon is en- 
tirely free to charge him any amount for the operation. Under many of the 
physician-sponsored plans the physicians agree not to charge more than the 
indemnity to persons and families of very low incomes. This is often no favor 
or concession on the part of the profession because the income for the eligible 
persons is frequently fixed at little above that of the medically indigent. In 
effect, this merely transforms people hitherto receiving either free care or none 
at all into paying patients. They are still not grade A paying patients, however, 
even though their payment of the premium has meant real sacrifice to them. It 
is customary for the physicians to charge the people with incomes above this line 
more than the schedule of indemnities. The schedule is in fact set with the ex- 
pectation that the physicians will make such chargés, In theory as well as in 
practice the subscriber is regarded as a coinsurer since, if he were fully indemni- 
fied, there would be the temptation on the part both of patient and of physician 
to be medically extravagant at the expense of the insurance company. Since, 
unlike the insurance company, the subscriber as coinsurer cannot spread the risk, 
his budget takes a lesser but still a fairly severe beating if the illness is serious 
or prolonged. And, again, the fees charged are loaded for the care of the remain- 
ing medically indigent, so that many people just over the income limits may be 
unduly taxed for the care of others. 

in general, indemnity plans carry no incentive to the physician to keep people 
well, Sickness, not health, produces his income if he is paid on a fee-for-service 
basis. But it still does not stabilize his income, because sickness is not predict- 
able among those who may choose to be his clientele. In the service plan which 
compensates him by means of regular capitation payments the less the sickness 
among his people, the more time he has to pursue other lines of interest ; reading, 
research, even recreation and time with his family. And his income is more 
secure, 

With regard to the first part of point 6 it need only be said that the spreading 
of the annual cost over monthly or quarterly payments throughout the year helps 
most people on salaries or wages to meet their obligations with more ease than 
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if they had to make only 1 or 2 payments during the year. With a payroll 
deduction technique and part of the cost of the premium borne by the employer 
the employee’s share becomes a burden that can be carried fairly easily and makes 
into self-supporting families many who would be, intermittently at least, among 
the medically indigent. It is obvious, too, that economies in the methods of pro- 
viding service will aid to reduce the total cost of the plan and thus to make it 
less a financial burden for those who subscribe to it. 

Such economies must not be achieved, however, at the expense of the quality of 
service, the fairness of remuneration to physicians, or the satisfaction of sub- 
scribers. For example, a great deal is said about free choice of physician (point 
6) by both patients and physicians. Where it has real meaning, it should be 
respected. But it must also be recognized that comparatively few people in cities 
have any way of making a discriminating choice of family physician. They 
usually take a doctor near their home or workplace or go to one who has been 
recommended by a friend or relative. If that physician comes to the conclusion 
that the services of a specialist are required either for consultation or for treat- 
ment, he may submit more than one name to the patient or his family; but, even 
so, the choice is really in his hands since he makes the nominations and the pa- 
tient under ordinary circumstances is even less well equipped to choose a spe- 
cialist than he is to select a family doctor. Assuming that no fee will be split 
between the general practitioner and the specialist called in, the patient does 
well to let his doctor pick out the specialists who should be consulted. When the 
fees are being split, the referring physician has considerably more incentive to 
maneuver the patient into the hands of a man whom he, not the patient, chooses. 

With the group practice of medicine the patient is free, first, to choose the 
medical group that he prefers, and, if that group is well set up, it will have sev- 
eral doctors who serve as personal physicians. That gives the patient oppor- 
tunity to have further choice and also an opportunity to change if he is dissatis- 
fied. Some people want an older man as their family doctor, others want a 
younger man more recently out of medical school, Some prefer a woman physi 
cian, some a physician of their own sectarian affiliation. With a little planning 
and good management a medical group can meet these preferences, thus helping 
to establish the relation of confidence between physician and patient that is 
necessary for the best results. 

We come last to point 7. The first part, namely, that all professional matters 
must be managed by competent medical authority in any plan which pretends to 
emphasize a high quality of care, seems so self-evident that further discussion is 
unnecessary. But the second part, i. e., that direct consumers and the general 
public should have a major voice in governing economic aspects, is perhaps not 
so widely accepted. We referred earlier to the medical economics committees of 
county medical societies. These groups do focus opinion among physicians, but 
they are usually not prepared to examine critically bodies of subject matter 
outside their own field or to make pronouncements that greatly illuminate eco- 
nomic questions, Until about 2 years ago, when the matter was called to its 
attention by the Raymond Rich Associates, the American Medical Association 
had no professionally trained economist on its staff to make authentic studies 
of the economics of medicine in the United States ° and to guide the local medical 
societies in their work in this field. Any operating organization attempting to 
realine economic relationships in medical care requires direction by a group of 
mature persons who bring a wide range in points of view to the consideration of 
plans propounded, particularly on matters pertaining to consumer ability to pay 
and to questions of the public interest. It is a situation in which conflicts must 
be resolved on a genuinely sound and equitable basis, and the best interests of 
the medical profession as well as of the public must be protected and cultivated. 

This brings us to the question sometimes asked as to the prospects in the future 
for a doctor to get rich out of private practice. It is likely that such opportunity 
will continue to exist, but it will depend upon the continuance of rich people in 
the community able and willing to pay the fees out of which the doctor’s wealth 
would come. With the advent of prepayment plans for the middle class he will 
be able to become rich only at the expense of the rich. On the other hand, the 
doctors who serve the poor and the middle classes stand a good chance, not of 
becoming rich, but on the average of being somewhat better off than they have 
been. This follows from the facts pointed out earlier, namely, that more people 
will be paying for their medical care and paying in such a way as to stabilize 


5A voluntary service, the Committee on Medical Economics, operates under the leader- 
ship of Michael M. Davis, 1790 Broadway, New York City. 
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and to make more secure the doctor’s income. And, if good medical care becomes 
more widely available through prepayment and other devices and if the relations 
between the medical profession and the public improve, there will be few to 
begrudge physicians that justly acquired increase in their share of the com- 
munity income. 

It may be enlightening to review a few broad facts as to the extent of prepay- 
ment plans in the United States and to append a brief description of the Health 
Insurance Plan of Greater New York. 


INSURANCE PLANS FOR MEDICAL CARE 


Aside from the estimated 60 million now insured for hospital charges but not 
for physician's services, about 26 million of the 140 million people in the United 
States had at the end of 1947 at least some insurance against the cost of illness, 
17 million for surgery and 9 million for medical and surgical care. Approxi- 
mately 22 million had indemnity policies, 15 million of them in commercial 
companies and 7 million in the plans sponsored by organized medicine. Only 
about 4 million persons had coverage under other auspices. It is now thought 
that the 26 million has advanced to 35 million. Four types of organizations 
serve as the insurance carriers or providers of the service: (1) Commercial 
insurance companies, usually covering by indemnity only catastrophic illness, 
with the company concerned merely to know that the service was performed 
by a legally licensed physician; (2) the doctors’ plans, which provide some 
reimbursement toward the fees charged by physicians and which are also largely 
limited to catastrophic illness; (8) the medical services provided in connection 
with industry, such as those affiliated with or operated by the Endicott-Johnson 
Co., the American Cast Iron Pipe Co., the Northern Pacific Railroad, and the 
Consolidated Edison Co. of New York, and by certain trade unions such as the 
International Ladies Garment Workers Union, and, in prospect, by the United 
Mine Workers of America, the United Automobile Workers, and the Amalga- 
mated Clothing Workers of America; (4) prepayment service plans available 
to the general public. Some of these latter are operated directly by medical 
groups such as the Ross-Loos Clinic in Los Angeles and Trinity Hospital in 
Little Rock, Ark.; others by nonprofit organizations such as the group health 
cooperatives and the Health Insurance Plan of Greater New York.’ All these 
four kinds of attempts have made valuable contributions to our knowledge of 
medical economics, and all have thrown at least some protection around the 
family budget; but relatively few meet the criteria listed above for a first-class 
plan. We do not neeed to elaborate further on the limitations of the indemnity 
plans, whether operated by commercial companies or by organized medicine, 
While a few of the medical services operated by industries or trade unions have 
been able to extend services to families, most have confined themselves to the 
employee only and so cannot get into “family health maintenance” as that ideal 
has come to be termed. Moreover, by their very nature, these plans are open 
only to persons associated with a particular industrial concern or union. 

Only the prepaid comprehensive service plans carry the possibility of anchor- 
ing medical expense firmly into the family budget. Of these there are not yet 
a great number in the United States, but interest in them is mounting; and, as 
understanding grows among medical men and laymen, there is good prospect 
that this type cf insurance will be preferred and will spread rapidly. Since 
the Health Insurance Plan of Greater New York is a recent recruit to this cate- 
gory and has the largest enrollment of any plan of this type, a brief description 
of it follows. 


THE HEALTH INSURANCE PLAN OF GREATER NEW YORK 


The writers of this report have been intimately associated with this organiza- 
tion for some time and therefore hasten to plead guilty of bias in its favor. But 
they also wish to make clear that such virtues as it has derive from the fact 
that its founders took several years to formulate it and in the course of that 
process made full use of all the ideas and experiences of its forerunners and 
naturally tried to combine the best features of them all. The plan was not really 





*The Bureau of Research and Statistics, Social Security Board, periodically issues a 
pamphlet, Prepayment Medical Care Organizations, which lists and describes all the plans 
except those which are purely of an indemnity character. The: Bureau of Public Health 
Recnemics, University of Michigan, issues a current digest of events and opinions in this 

eld. 
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a novel invention, because there has been a great deal of precedent in this 
country for a comprehensive plan, for prepayment, for group practice, for sal- 
aried physicians, for some recognition of the illusory character of free choice 
in a good many aspects of medical care. So that the HIP, as it has come to 
be known, is made up of elements each of which has a wealth of valid experience 
behind it. Only their association in a single system is unique. 

We shall not describe the organization and program in detail because full 
des riptions have been published and copies of those reports can be had for the 
asking." 

The monthly rates charged are as listed in the accompanying tabulation 


on Qh ! i 
I'ype of coverage ; pes ‘ I vaG 
é Iment policy 
1 person $2. 4 $2 
2 persons 4. 84 
3 or more persons... 7. 25 7.530 
1 Available now only to persons who convert from group enrollment and payable only on a quarterly, 


semiannual, or annual basis 


Under the present underwriting rules the employer must pay at least half 
the premium, but he may choose between covering only his employees or them 
and their families. 

With regard to enrollment all we shall do here is report the latest news. As 
of January 1, 1949, HIP had under coverage approximately 132,000 persons and 
expects to see this number advance to 200,000 by July 1, 1949. Its principal 
clients are the city of New York, including the Board of Transportation, and 
the United Nations, which cover both employees and their families, several large 
labor unions which can cover only their members, and a number of small busi- 
nesses and nonprofit organizations, some of which cover employees only and 
cthers which cover families as well. HIP is only now beginning to seek large 
enrollment from private business. 

The present enrollment is, with a few notable exceptions, a microcosm of the 
population of New York City—in family size, in sex and age distribution, in 
geographical spread. Among the deviations is the omission of families resident 
in Staten Island, where the medical profession has not yet been able to organize 
a group to serve the insured. It has only 2.3 percent of the population of New 
York. In the age distribution there is a deficit of young persons between 18 
and 24 years and of persons in the more advanced years. The young people 
are not eligible as family members and have not been characteristically rep- 
resented among those enrolled as employees. It is possible that to some extent 
they have not enrolled when they had the opportunity, but have preferred to 
take a chance that they would not be sick. Because of the contracts covering 
emnloyees only, Males somewhat outnumber females. 

Contracts for health and medical service to these families have been made with 
26 medical groups scattered throughout the 4 large boroughs of the city. These 
medical groups include, among others, 1 at New York University College of 
Medicine and 1 at the internationally famous Montefiore Hospital. Other groups, 
while not formally attached to hospitals, are composed of physicians on the 
staffs of many of New York City’s best public and voluntary medical institutions. 
A <ood fraction of the 711 physicians in these groups are veterans who returned 
from the war with a determinatin not to return to old-line medical practice but 
to resume their efforts to fivht disease on a different sector. Here, too, courage, 
touchness of fiber, and the capacity to heave obstacles out of the way are not 
without their uses. There is faith among these doctors that the principles on 
which HIP is founded will win wide public support. The distinguished phy 
sicians who are on the board of directors and in the membership of the corpora- 
tion, Dr. Willard Rappleye, dean of the College of Physicians and Surgeons; Dr. 
George Baehr, recently president of the Academy of Medicine: Dr. Jean A. 
Curran, dean of the Long Island College of Medicine; Dr. Philip Wilson, a 
leading orthopedic surgeon; and others of the same stature concur in this be- 





7 Report of the Mayor’s Advisory Committee on Health Insurance Plans, August 15, 
1946, and The Health Insurance Plan of Greater New York Begins Service, Social Service 
Review, XXI (June 1947), 157-170. 
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lief. They lay members of the board of directors, which includes such men and 
women as David Heyman, who is the president of the organization, Winthrop 
Aldrich, Gerard Swope, William Reid, and Mary Lasker, have the same faith, 
as did the late Fiorello H. LaGuardia. Whatever the future may hold for 
HIP as presently incarnated, these physicians and this board with its staff 
assistants and its first 100,000 enrollees have demonstrated that city families 
can have good medical care at costs which a very large proportion of those at 
the lower-income levels can afford to pay. 

In building its rate structure HIP chose to err on the side of overestimating 
the demand that insured persons would make when comprehensive service was 
put at their disposal. It was thought that on the average each insured person 
would need or demand seven physician services per year. Experience to date 
indicates that an average between 5 and 6 will under ordinary circumstances 
answer the needs. These services include all types of physician services from 
examining a well baby to performing a brain operation. This experience will 
be reported in detail as soon as there has been a cycle of sufficiently large and 
varied experience to provide an incontrovertible base. 

HIP’s initial-rate structure has to make assumptions not only with regard to 
volume of service required but also about what compensation physicians would 
receive. The capitations paid to medical groups are designed to be sufficient 
to provide for the necessary administrative expense and to compensate the 
physicians working full time on a reasonable schedule of hours at an average 
rate of $10,000 per year. No physician is, of course, required by HIP to devote 
himself exclusively to service for insured persons, and most doctors associated 
with HIP are not on full time but also are engaged in practice among nonin- 
sured persons. Since an upper-income limit of $5,000 has been placed on HIP 
enrollees, is is believed that fair-minded physicians will be content to be paid at 
an annual rate that is twice the income received by the best paid among their 
HIP patients. In this early period, when the enrollment of HIP has been less 
than the amount necessary to occupy the physicians fully, their incomes from 
HIP patients have been correspondingly less and their administrative expense 
more, proportionately, than it will be when the system is in full effect. 

The income limit of $5,000 for HIP subscribers, on which physicians in New 
York insist, constitutes the vestigial remains of the old order which lays on the 
paying patient the cost of free medical service to the poor. New York physicians 
are still serving a fraction of the population for nothing. They have to go some- 
where for compensation for that service. Until they are adequately compensated 
through prepayment plants in which part of or all the cost is paid by employers 
or, if need be, through public assistance or voluntary charity for their services 
to those now unable to pay, doctors will continue to insist that all those who have 
incomes above $5,000 must be left subject to higher charges to subsidize the care 
of the poor. HIP has now under consideration a plan for charging a higher 
premium to persons and families with higher incomes. 

Nothing has been said up to this point about the possibility of health insurance 
under the Federal Government as a part of the social-security program. Nor do 
we purpose to enter into a discussion of the pros and cons of the several proposals 
for Federal legislation that have been made in recent years. We can only ex- 
press the belief that whatever the outcome of the discussions about legislative 
proposals, experience with voluntary plans, both service and indemnity, will 
aid in making these discussions rational and productive of sound conclusions. 
Such experience with the actual reconciliation of the three sets of complex and 
many-sided factors that we listed at the outset—the wide variation in family in- 
comes, the unpredictable character of illness with the possibilities of prevention 
and control, and the heterogeneous aspirations and convictions of the medical 
profession—will add facts to a situation in which both physicians and laymen 
often now feel that they are proceeding to a considerable extent on the basis of 
theory and temperament, two highly volatile elements in any situation which 
has become controversial. Indeed, it is these two that usually create the contro- 
versial situation. Facts and solid experience usually settle it. But whether ap- 
plied to voluntary or to governmental plans, the criteria of a good system of 
medical care remain the same. We believe that the whole people of the United 
States will come more quickly into good care if they and the medical profession 
will now embrace every opportunity to enter into amicable arrangements that 
adhere closely to those criteria. 

HEALTH INSURANCE PLAN OF GREATER NEW YORK. 
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{Reprinted from Journal of Gerontology, vol. 7, No. 2, April 1952+] 
THE EXPERIENCE OF A GROUP INSURANCE PLAN WITH OLDER ENROLLEES 
George Baehr and Neva R. Deardorff 
PROGRAM AND SIZE OF ENROLLMENT 


The Health Insurance Plan of Greater New York provides comprehensive med- 
ical care to its 282,000 enrollees (September 1951) without extra deterring 
charges for any medical services they may require in their homes, physicians’ 
offices, medical group centers, or in hospitals. It erects no barriers by reason 
of age, sex, or preexisting illness, injury, defect, or pregnancy, either to admis- 
sion to its rolls or to utilization of services thereafter. Reliance is placed upon 
group enrollment to protect the plan against the adverse selection to which un- 
guarded individual enrollment would expose it. 

For the purposes of this paper the term older persons refers to those of 50 or 
over, but we shall present some figures for 5-year age groups between 60 and 70. 
The enrollment after that age is not sufficient to warrant so fine a classification. 

In this paper we shall review the previously publised findings of the 1948 
utilization experience of the older persons in HIP (2) and compare the rates with 
those of 1949. We shall add some new data for the latter year on the office, home, 
and hospital calls for older patients, on the types of physicians serving these 
older people, and on the surgical services they required. 

The Health Insurance Plan of Greater New York is a voluntary, nonprofit cor- 
poration operating under the insurance laws of the State of New York and super- 
vised by the State’s insurance department. In previously published papers, its 
organization and operation have been fully deseribed (1). Every kind of med- 
ical and surgical service is available to the subscribers, including X-ray and 
diagnostic laboratory services, physical therapy, visiting-nurse services, and 
even ambulance transportation. Not incluced is treatment for drug addiction, 
acute alcoholism, or chronic conditions requiring care in an institution other 
than a general hospital. Drugs, dentistry, purely cosmetic surgery, eyeglasses, 
and other prosthetic appliances are also excluded. The care of persons suffering 
from conditions compensable under workmen’s compensation and Veterans’ Ad- 
ministration laws is not covered by HIP, since these conditions are already cov- 
ered outside of the plan. This undoubtedly affects the HIP utilization rates for 
males of working ages and may affect the rate of some females of those ages, 
but the rates for children and the aged are not subject to this correction. These 
comprehensive services are rendered to the 282,000 enrollees by 30 groups of 
physicians without any financial deterrents to full and early utilization of the 
services. The only extra charge permitted is a fee of $2 for a night call re- 
quested and made between 10 p. m. and 7 a. m. 

The 30 medical groups responsible for the medical care of the enrollees of the 
plan include more than 900 physicians and specialists. Depending upon their 
enrollment size, the groups have from 6 to 28 general physicians, sufficient to 
provide all enrollees with a family doctor. Each group also includes qualified 
specialists in each of the twelve basic specialties of medicine and surgery and 
laboratory and X-ray departments which meet standards of HIP’s medical control 
board. 

In analyzing the experience of the plan with old people, it is necessary to 
emphasize that it does not include services often referred to as “medical,” which 
are in reality social services, such as the care of the infirm aged in a nursing 
home or the prolonged stay of aged in hospitals or other institutions because of 
deficient home conditions. 

The plan lays special emphasis upon health education, preventive health exam- 
inations, and early recognition and cure of disease. In its comprehensiveness 
it differs from all other forms of nonprofit or commercial medical care insurance 
available in New York State. For this reason the city of New York, the United 
Nations, and more than 310 industrial organizations, private schools, labor unions, 
and voluntary welfare agencies in the city are paying half or more of the premium 
for all of their employees enrolled with the plan and, in most instances, for their 
families. In several housing projects the tenants are enrolled and pay all of the 
premium with their monthly rent. 





1Presented at the Second International Gerontological Congress, September 9-14, 1951, 
St. Louis, Mo. Publication of this paper in this issue of the Journal of Gerontology is 
made possible by a grant from the Forest Park Foundation. 
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Enrollment in the plan is open to groups as small as 10 having a common 
employer if at least 90 percent join; to workers in larger employed groups or 
labor unions if at least 75 percent join; and to residents in a housing project if 
at least 75 percent join. 

The New York State insurance regulations define a family as including the hus- 
band and wife and children up to the age of 18, so that dependent parents of 
workers are excluded even if they live in the same household. Nevertheless, a 
fairly large number of old people are insured under the plan because of the ab- 
sence of age limits. 

From the inauguration of the Health Insurance Plan in March 1947, to the end 
of June 1951, a total of 730,000 years of coverage has been provided HIP enrollees. 
Of these, 142,000, or nearly 1 out of every 5 years of coverage, have been provided 
for persons aged 50 years and over. 

As can be seen from figures in table 1, persons of 50 or over constituted 18 per- 
cent of the total enrollment. On May 31, 1951, we had on our rolls about 15,000 
persons over 60 and almost 6,000 who were over 65 years of age. 


TABLE 1.—Distribution of HIP enrollment, by sew and selected age groups, as of 
Vay 31, 1951 


Male Female 
Age group Both sex¢ a 

Num ber Percentage Number Percentage 
Enrollment, all ages 274, 565 144, 077 52. 5 130, 488 47.5 

Total aged 50 and over 50, 251 31,549 18, 702 
Percentage of total enrollees_ -- 18.3 21.9 14.3 
50 to 54 years 20, 278 11, 847 8.2 8, 431 6.5 
55 to 59 years. 14, 992 9, 246 | 6.4 5, 746 | 4.4 
60 to 64 years 5 9, 151 6, 105 4.2 3, 046 2.3 
65 to 69 years 4,439 232 2.3 1, 207 0.9 
70 years and over 1,391 1,119 0.8 272 | 0.2 


THE AGED IN HIP 


The recipients of public assistance have not been enrolled in the plan. Many 
of the older HIP enrollees, both men and women, are still employed, but some 
have retired. In its original enrollment, one of the insured unions covered its 
already retired members. Some persons retired from employment or lost their 
jobs after enrollment in the plan and retained membership in HIP. Some hus- 
bands and wives of employed enrollees were older persons and had retired before 
the time of enrollment. Others have since done so. Many wives were never 
employed. 

It is to he noted that this experience does not include persons receiving care 
in institutions other than general hospitals. The average utilization of medical 
service by aged persons in an insured population living at home may be affected 
in some degree by the removal to institutions of those in need of custodial 
services. We doubt that the inclusion of such persons would greatly affect the 
general averages, since the segment of the aged population living in custodial 
institutions is not very large and their requirement is essentially for custodial 
rather than medical care. 

While the HIP utilization experience of persons of 70 and over may not be 
absolutely conclusive, the utilization rates of 929 such persons in 1949 are con- 
sistent with those of the 619 persons who were 70 years and over in 1948. 
Since spouses, both male and female, can be covered by the employed person, and 
since people may continue their insurance if they are incapacitated for work, 
there is little reason to believe that the system operates to eliminate the sick 
from the enrollment once they have joined and do not enter a custodial institution 
or a public hospital. 


UTITIZATION EXPERIENCE FOR OLDER PERSONS DURING THE YEARS 1948 AND 1949 


The utilization experience of 1948 is based upon 25,974 enrollee years of per- 
sons aged 50 years and over and that of 1949 is based on 39,479 such years. 
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These enrollee years were distributed over the older age groups as shown in 
table 2. 


TABLE 2.—Fnrollee years of coverage, by sex and selected age groups, HIP, 1948 
and 1949 


1948 1949 

Age group - 

Total Mal emale otal Male F¢ 
All ages... : 116, 940 62, 469 4, 471 198, 38% 106, 014 2, 372 
Under 50 years. 8S, 844 44, 650 44,194 155, 535 79, 007 6, 528 
50 years and over 25, 974 16, 893 ¥, O81 39, 479 25, 424 14, 055 
50 to 59 year 18, 823 11, 706 7,117 28, 122 17,314 10, 808 
60 to 64 years 4,454 3,101 1, 383 105 4, 356 2, 249 
65 to 69 years 2, 048 1, 551 497 3, 323 2, 466 857 
70 years and over 619 535 s4 v29 7SS 14} 
Age unknown.........- wa . 2, 122 926 1, 196 3, 372 1, 583 1,189 


Both in 1948 and 1949 the physicians’ visits per enrollee (home, office, and 
hospital) were 4.28. This average number of professional services per year for 
the entire enrolled population does not include the laboratory services. The 
utilization rates which characterized the enrollees in the several older age and 


> 


sex groups in these annual periods are shown in table 3. 


TaBLe 3.—Rates of utilization of physician services rendered to persons aged 
50 years and over, by sex and selected age groups, HIP, 1948 and 1949 


Total Mak Female 
Age group 
1948 1949 1948 1949 48 1949 
Total, 50 years and over... 4, 29 4.21 4.34 4.20 4.18 4.24 
50-59 years 4.20 4.11 4.13 4.01 4.33 4,27 
60-4 years 4.44 4.35 4.82 4.53 ,. 60 H 
65-69 years 4. 55 4.71 4.87 4.80 3. Se 4. 4 
70 years and over. 4. 76 4.49 4. 66 4.29 6: 


1 Exclusive of services of radiologists and pathologists. 
4 Rate not calculated since enrollee-year base is less than 100. 


The general utilization rate for persons under 50 years was 4.31 in 1948 and 
4.34 in 1949. In 1948 the rate for the younger males was 3.98, that for younger 
females, 4.64. 

Inspection of these figures on annual utilization brings out the following 
facts: 

1. The utilization rates for all HIP enrollees were identical in 1948 and in 1949 
and in both years there was comparatively little difference in the utilization 
rates for older and younger persons. 

2. The utilization rate for older males in 1948 exceeded the rate for all males 
by slightly less than 7 percent, or 0.28 of one physician service. 

3. The rate for older women in 1948 was less than the rate for all females by 
almost 8 percent. 

1. The rate for older women in 1948 was less than that of older men, with the 
widest discrepancies in the 5-year age periods of the sixties. 

5. Because of the preponderance of males over females among the older HIP 
enrollees, the rates beth in 1948 and 1949 are excessively weighted with the ex- 
perience of men, whereas the general population over 50 years is excessively 
weighted with women. 

6. The experience of 1949 reveals approximately equal rates for all of the men 
and women 50 years of age and over. 

7. As in 1948, the rates in 1949 for men in the sixties considerably exceed 
the rates for women of like age. The data for persons over 70 are too few for 
good comparison, particularly in the case of women (table 2). 
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8. The 1948 and 1949 rates for older men in each of the several age groups 
differed by less than 9 percent. 

When analyses of these data were made for the boroughs within New York 
City, the differences among them were found to be surprisingly small. 

Terminal! illnesses usually, although not invariably, occasion additional med- 
ical care. As the persons in the 5-year age periods show varying proportions 
with terminal illnesses, their utilization rates will correspondingly register that 
condition. Although deaths call out service from the medical profession, it does 
not follow that the utilization rates in prior years are directly related to that 
event. 

PLACE AT WHICH PHYSICIANS SAW THEIR OLDER PATIENTS 


Of the total services rendered to persons under and over 50 years, about the 
Same proportion of visits in physicians’ offices or the group medical centers was 
rendered to persons in each age group. These office visits account for more 
than three-quarters of all services reported. But, proportionately, only half 
as many home calls were made to older persons as were made to persons under 
50 years. Among the entire insured population, children are the heavy con- 
sumers of home calls. On the other hand, the proportion of physicians’ visits 
to older persons in hospitals was about 46 percent greater than the proportion 
among younger persons (table 4). 


TABLE 4.—Total number, rate, and percentage distribution of physician services, 
by place seen for persons under and over 50 years of age, health-insurance 
plan, 1949 

onieal - — - eas a Ad bis 


| ihe seiieditadad's Percentage distribution of phy- 
Total services | sician services by place seen 














TRE od al Se Se a Pe wee 
Age group | years | 

. | | . | . , | Hos- 

Number | Rate | Total Office | Home pital 
ee ee ee suttinady pene ee | oa 
All ages? ; 850, 008 4.28 | 198,386 | 100.0} 7&2] 11.4 10.4 
Under 50 years... ips . 674, 480 4. 34 | 155,535 | 100.0 77.9 12.5 | 9.6 
60 years and over_- fice 166, 289 4. 21 39, 479 100. 0 79. 4 | 6.6 | 14.0 


ae ES 








1 Exclusive of services of radiologists and pathologists. 
2 Includes 9,239 services and 3,372 enrollee-years with age unknown. 


When, as in table 5, the total visits per 100 enrollee-years for each age and 
sex in the older group are distributed by place seen, major differences appear 
in the higher proportion of home visits paid to the women of 65 and over and of 
the hospital calls to all of the older men. ‘The paucity in the numbers of women 
in the higher age groups renders the figures subject to considerable chance varia- 
tion. But the figures for the hospital services for old men corroborate those found 
in other studies. On the whole, however, the figures for the several age-sex 
groups in these later periods are more striking in their similarities than in their 
differences. The total physicians’ services used by these older people are cer- 
tainly not so excessive as to constitute a serious burden upon the plan and its 
participating physicians. 

With the 929 persons of 70 and over, both men and women, consuming an 
average of 3.4 office visits, less than one-half a home visit, and less than three- 
quarters of a hospital visit throughout the year, a wide margin remains for 
persons of this age to increase their utilization without creating any serious 
pressure on the plan. 
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TABLE 5.—Number and rate of physician services rendered to persons aged 50 
years and over, by place seen, sez, and selected age groups, health-insurance 
plan, 1949 





| Total services ! Rate by place seen ? 
Age group and sex 
| Number Rate? Office Home Hospital 
i 
" 
Total, 50 years and over: | 
Male ian | 106, 635 419 330 25 64 
Female... -. seas samen | 69.654 424 342 32 50 
50-59 years | 
Male . 4 " —_ buona 69. 415 401 321 24 56 
IN ids: averechnmrennatmeh ieee sted 46, 134 27 349 30 48 
60-64 years: | | 
Male - sestaeqeues } 22.011 453 346 28 79 
Female... a ie : -| 8, 809 395 320 | 33 | 42 
65-69 years: | | 
ST cnlien dimiiinsondaiciten acldnaneeamecnisicandntieniiten he 11, 833 480 366 | 27 | 87 
ST a nacpitininentine siete iniiedadiael = 3, 822 446 291 | 52 103 
70 years and over: | | 
ono anemia bateeetinnmedl 3, 376 | 428 | 325 31 | 72 
bt tdotctavcdducddatiibtinekbecvnndadditind 799 566 429 79 | 58 
! 


1 Exclusive of services of radiologists and pathologists. 
? Rate per 100 enrollee-years, 


GENERAL PHYSICIAN AND SPECIALIST CARE FOR OLDER PERSONS 


Under the health-insurance plan system of comprehensive medical services 
without financial deterrents to their utilization, specialist care is freely available 
to all enrollees. In table 6 the results of a broad comparison between the general 
physician and specialist care received by persons under and over 50 are displayed. 
From this it would seem that the older persons had a slightly larger fraction of 
their care given by the general physician than was the case with persons under 50. 
This discrepancy arises out of the large amounts of specialist care routinely given 
in pediatrics and obstetrics in the younger age groups. These figures would indi- 
eate that the specialist care of the older persons approximates that of other 
adults in 1949, aside from the maternity cases. 

If there were gerontologists on the staffs of the medical groups, this picture 
might, of course, change very radically. Would they, as in the case of some of 
the pediatricians, supplant the family doctor in giving routine and preventive 
care, or would they receive only selected referrals, as do the other specialists? 
In the latter event, how would they fit into the general picture? Something of 
the topography of the specialists’ territory may be gained from an examination 
of the distribution of the total services among general physicians and the various 
kinds of specialists (table 7). 


TABLE 6.—Total number, rate, and percentage distribution of physician services, 
by specialty for persons under and over 50 years of age, health-insurance plan, 
1949 


Percentage distribution of 


Total services ! physician services by specialty 








= i lot Enrollee- Rei i ai 

Age group years 
| Number Rate | ‘Total physician! Specialist 

| ) 
Mati lh ARS eit seni ci sicoematel 

| 

All ages ? 850, 008 4. 28 | 100.0 | 56. 2 43.8 
Under 50 years 674, 480 | 4. 34 | < 100.0 | 55.3 | 44.7 
50 years and over. | 166, 289 | 4.21 39, 479 100.0 60.0 | 40.0 


1 Includes 9,239 services and 3,372 enrollee-years with age unknown. 
2 Exclusive of services of radiologists and pathologists. 
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TABLE 7.—Percentage distribution of physician services rendered to persons aged 
50 years and over, by specialty and ser of recipients, health-insurance plan, 
1949 


Physician specialty Male Female Physician specialty Male Female 

Total Urology 5.0 1.3 

Number 106. 635 5O. 654 Ophthalmology 1.7 4.9 

Percentage 100. 0 100.0 | Ot ngology 1.2 3.2 

Orthopedics 28 4.5 

General practice 58.9 61.9 Dermatology 3.1 &F 

Potal, all specialties 4 38. 1 Neuropsychiatry 0.5 0.4 

Allergy 0.4 0.6 

Internal medicine 10.6 9.3 Gynecology : 4.1 

General surgery 8. 1 § All other specialties ? 0.7 0.6 

Exclusive of services of radiologists and pathologists 

2 Cardiology, gastro-enterology, physical medicine, proctology, and pediatrics (services of pediatricians on 

emergency duty at the medical centers 


A more detailed analysis by 5-year age groups among these older people failed 
to reveal any material deviations in the pattern of distribution either for the 
men or the women from those shown in the totals for persons over 50 years. But 
some material differences do appear when these distributions are compared with 
those for the total insured population. However, when pediatrics is eliminated, 
comparison of these figures with those for all persons in HIP reduces these dif- 
ferences. It is then apparent that older persons require comparatively more 
services from internists, general surgeons, and urologists, as would be anticipated. 
Comparatively less service was received by them from allergists and, naturally, 
from gynecologist-obstetricians. 


SURGERY FOR OLDER PERSONS 


During 1949 a total of 1,175 surgical operations on persons of 50 years and 
over was reported either as major surgery (654) or as minor operations per- 
formed in hospitals (521). Physicians vary considerably in their interpretation 
of what constitutes reportable surgery performed in their offices or in patients’ 
homes. Some invariably report the smallest procedure that can be technically 
described as surgery, while others do not label as operations such procedures as 
the removal of splinters from fingers or small cinders from eyes, the incision and 
drainage of small abscesses, or the reduction of a dislocated finger. Hospitalized 
cases provide, we think, a far more uniformly reported body of data and describe 
a considerably more important group of conditions. 

In this connection it should be recalled that, under the HIP system, there is 
neither deterrent nor inducement to the resort to surgery for persons of any age 
or circumstance. 

In these cases of hospitalized operations, those performed in 1949 for men of 
50 years and over yielded a rate of 3.19 per 100 enrollee years while those for the 
older women yielded a rate of 2.60 (table 8). 


TABLE 8.—Number and rate of hospital operations performed on persons aged 50 
years and over, by sex and selected groups, health-insurance plan, 1949’ 


Male | Female 
Age group —- 
Number Rate ? Number| Rate? 


Total, 50 years and over 810 3.19 365 2. 60 
50 to 59 years 513 2. 96 295 2.73 
60 to 64 years 180 3.71 40 1.78 
65 to 69 years 93 3.77 23 2. 68 
70 years and over 24 3. 7 


05 7 | 4, 96 
! Hospital operations include all major and minor operations performed in the hospital and, in addition, 

6 major operations performed at a group medical center, 2 by orthopedic surgeons, and 4 by general surgeons. 
2 Rate per 100 enrollee years 
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These rates were found to be fairly consistent throughout the four large bor- 
oughs of the city of New York (Richmond at that time was not covered by HIP). 

The discrepancy between the rates for men and women in regard to hospitalized 
surgery becomes less when only major surgery is considered. The rates for major 
operations for each sex and for selected age groups are shown in table 9. 


TABLE 9.—Number and rate of major operations performed on persons aged 50 
vears and over, by sex and selected age groups, health-insurance plan, 1949 


Major operations, by sex of patient 
Age group Mak Female 

Number Rate Number Rats 
Total, 50 years and over 439 1.73 215 1. 53 
50-59 years 269 1. 55 179 1. 66 
60-64 years 106 2.18 20 0.89 
65-69 years 51 2. 07 13 1. 52 
70 years and over 13 1. 65 3 2.13 


! Rate per 100 enrollee years. 


A rate for major surgery for all of the older persons of 1.66 operations per 
100 enrollee years is heavily weighted with the experience of men. This cannot 
be properly compared with a rate of 1.22 major operations per 100 enrollee years 
found among the younger HIP population because the proportions between the 
sexes are different in the two population groups. Although we have not yet 
established the difference in rates for surgery among all of the younger enrollees, 
there is every reason to believe that they would not be identical for the two 
sexes and that a preponderance of one sex in the covered population would affect 
the rate of the whole. The enrollee years for females under 40 in the 1949 
HIP population actually outnumber the male enrollee years by about 5 percent 
From 40 to 50 the males predominate by 25 percent while in the older age group 
the males exceed by 81 percent. The annual rate for major operations for 
children under 15 was found to be 0.66 per 100 enrollee years in the last 6 months 
of 1949, with the rate for boys twice that of the girls. It seems that males require 
more surgery in childhood and in old age and females chiefly during the child 
bearing years and the early menopause. 

From all the available data the conclusion seems evident that the older persons 
in the HIP population have required more surgery than the younger enrollees, 
with the demand from males exceeding that of the females. This is due only 
in part to their special need for urologic surgery. 


HEALTH EXAMINATIONS OF OLDER PERSONS 


One of the objectives of HIP is to bring to its enrollees the systematic prac 
tice of preventive medicine. Practically, this means the fusion of preventive 
measures, including health education, with the current medical care of patients. 
For our child enrollees the pediatricians do this very well. But for the adults, 
and particularly for the older persons with their fixed habits and attitudes, 
with their chronic conditions, and, often, with the unsuitable living conditions 
forced upon or deliberately chosen by them, such a program is not without its 
difficulties. The overcoming of these difficulties is the peculiar province of 
gerontology. The HIP setting makes it immediately advantageous to the physi- 
cian to put into effect all that gerontology has to offer which will reduce illness 
and conserve or restore working capacity to the enrollee. 

The integration of health education and preventive medical services with the 
general medical care of the whole person makes the statistical analysis of pre- 
ventive medical services almost impossible. Visits of the patient for the routine 
care of minor as well as major conditions may be, in fact each should be, the 
occasion for making the patient more aware of his health assets and liabilities 
and of the ways by which the assets may be conserved and enhanced and the 
liabilities minimized. But no one, not even the physician who is highly health- 
conscious—as distinguished from disease-conscious—would label such services 
as public health procedures. By reason of this, the HIP statistical reporting 
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system has had to be content with the collection of data on health examinations 
in which a person supposing himself well comes to the physician for a checkup. 

The figures for services to older people of a purely preventive character shown 
in table 10 are therefore an understatement of the actual volume. 


TABLE 10.—Number and rate of health eraminations received by persons under 
and over 50 years of age, health-insurance plan, 1949 


Health examinations ! 


oe . a Enrollee 
Age group years 
Num ber Rate ? 
All ages___- 2 ob 45, 788 23.1 3 198, 386 
Under 50 years ‘ 43, 215 27.8 155, 535 
50 years and over . 7 . 5 2, 573 6.5 39, 479 


! Health examinations are examinations with essentially negative findings rendered by physicians to 
apparently healthy persons, 

? Rate per 100 enrollee years. 

* Includes 3,372 enrollee years for persons of unknown age. 


Comparison is made above of the rates for health examinations for persons 
over and under 50 years. Those under 50 years had a rate per 100 enrollee years 
of 27.8 such services. This figure include well-baby examinations which un- 
doubtedly raised it considerably. The rate for the older persons is, on the whole, 
encouraging, for, in addition to the visits classified as health examinations (6.9 
per 100 enrollee years), a large proportion of other visits represents, in effect, 
preventive services, since they are for patients with known chronic conditions 
which the doctor is watching and which, between them, the doctor and the patient 
are keeping under control. Many professional services of this nature would have 
been omitted if the patient were obliged to pay for each visit. It is expected 
that an intensive study now in process under grants of the Commonwealth Fund 
and Rockefeller Foundation will probe this matter further and perhaps result 
in the finding of more illuminating ways for presenting this phase of the HIP 
experience. 


SUMMARY 


In the sections above, the experience of HIP with its older enrollees during 
1948 and 1949 has been reported. Unless, in its group enrollment process, it has 
attracted an excess of unhealthy people under the age of 50 and an excess of 
healthy ones over that ace—which seems most unlikely—the experience of the 
Health Insurance Plan of Greater New York demonstrates that older persons 
are not inordinate users of physician services. Enrolled in the proportions in 
which they occur in the general population, older people do not present prob- 
lems of any magnitude or seriousness to a properly conducted plan of prepaid 
comrehensive medical care. Those supported by public agencies, who are not 
enrolled in the plan, constitute a peculiar medical care problem and their in- 
clusion would require a modification of this statement. 

Whether old or young, people who die from causes other than accidental usually, 
although not invariably, require substantial services in the terminal period of 
their lives. Utilization rates for medical services in the years in the life table 
in which deaths predominantly occur should reveal this demand. A plan of 
prepaid medical care which covers a true cross section of the general population 
outside of custodial institutions cannot evade responsibility for the prolonged 
terminal care of such older persons. 

Health-insurance plan is intended to enable people of all ages to be better served 
by affording them the comprehensive benefits of medical group practice with- 
out any deterring extra charges and to spread the cost of that care among the 
population so that it becomes possible for the maximum number of people in the 
community to pay their way medically. Because the aging are still, and in the 
foreseeable future will continue to be, a relatively small fraction of the popula- 
tion—probably not over 13.2 percent of the total population by the year 2000 will 
have attained their 66th year—we see no justification whatever for excluding 
them from participation in community plans for prepaid medical care. From the 
experience reported in this paper, there is no reason to believe that under group 
enrollment the inclusion of the aged in a prepaid comprehensive medical-care 
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plan should materially affect the premium rates necessary for good medical care 
of families at other stages in their life cycles, provided the older persons are 
enrolled in the same proportion as they exist in the general population. 
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(2) Baehr, G., and Deardroff, N. R.: What the Health Insurance Plan of Greater New 
York Offers to Older Persons. Public Welfare, March 1951 (8 pp.). 


STATEMENT BY ALFRED P. INGEGNO, M. D., PrestpeNT, MEDICAL SocreTy OF THE 
COUNTY OF KINGS AND ACADEMY OF MEDICINE OF BROOKLYN, N. Y.’ 


Mr. Chairman, gentlemen, the Medical Society of the County of Kings and 
Academy of Medicine of Brooklyn, N. Y., which, as its president, I have the 
honor to represent, appreciates very much the opportunity to express its views 
on medical-care insurance before the distinguished members of this committee. 
Our society has well over 3,000 members ; in point of membership it is the second 
largest county medical society in this country. I presume to speak only for the 
great majority of the practicing doctors in my community. But it would be a 
mistake to assume that the fundamental beliefs of the doctors in Kings County 
with respect to medical-care insurance are significantly different from those held 
by doctors elsewhere. 

Changing times impose new demands. Even though the rise in costs of medical 
care has not been as great as in some other essential fields it has become necessary 
to devise new methods for meeting these costs. It is no longer sufficient for the 
doctor to personally adjust his fees to the means of his patients. It is no longer 
enough that doctors give away a billion dollars worth of medical service in free 
clinics and on the wards of hospitals all over the country annually. This has 
been done in the past, is being done now, and will continue to be done just so long 
as it is necessary. For this is an accepted obligation of the medical profession. 
But this is not sufficient now, for the simple reason that doctor’s fees are at 
present such a small proportion of total medical-care costs that lessening of this 
factor alone can bring at best but partial relief. At least two-thirds of the 
medical-care dollar goes for such things as hospital care, nursing care, laboratory 
and technical services, drugs and medications, etc., and the costs of these are 
certainly not under the control of the medical profession. 

Medical care costs more than it used to not only because all of its ingredients 
are more expensive but because with advances in medical knowledge more can 
be done for the sick than was once possible. Some cures would have cost much 
less years ago for the simple reason that there was not as much cure available. 
Many modern medical techniques require the use of methods, procedures, serv- 
ices, personnel, products, and facilities which were formerly not available, and 
all of these things cost money. These simple and obvious facts indicate how un- 
just it would be to accuse the medical profession of primary responsibility for 
the rise in costs of medical care. 

It has become something of a fashion to publicly criticize the doctor. Special- 
ists in this field enjoy the advantage that sensationalism always confers. In 
some quarters attempts to discredit the medical profession have reached such 
implausible proportions that one can readily foresee their inevitable collapse 
of their own bombastie weight. Aside from the erroneous charge that the med- 
ical profession is to blame for high costs of medical care, it has even been alleged 
that doctors have shown no concern, have done nothing to meet the problem, 
and have not come up with any quick, simple, single, sure-fire panacea. Upon 
false premises such as these it seems hardly likely that one can rationally and 
intelligently build a durable solution of medical care problems. For, as a neces- 
sary consequence of these faulty assumptions, the reasonable proposals and sound 
advice and leadership of the medical profession are unfortunately too often 
disregarded. There is a lamentable tendency to ignore the obvious fact that 
medical plans which automatically exclude the possibility of hearty cooperation 
and approval of the vast majority of the doctors who must give the service neces- 
sarily start out on a very shaky foundation indeed. 





1This statement, given by Dr. Ingegno, was supported also by the Kings County Physi- 
cians Guild, represented by Aaron Kottler, M. D., its president, and by the New York State 
Academy of General Practice, represented by John Flynn, M. D., cochairman of its legis- 
lative and public relations committees. 
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In the development of voluntary medical care insurance, which in our democ- 
racy is certainly best calculated to help meet the problem of rising medical care 
costs, the medical profession has for years taken a leading role. In spite of 
statements made by some, the medical profession has been very seriously con- 
cerned with medical-care costs and has done very much to meet the problem, 

If we look at the record of voluntary medical-care insurance honestly, how 
can anyone deny its drama, its speed, its success, and its promise for the future? 

In the 12 years from 1940 to 1952 there has been this phenomenal achievement : 
The number of people covered by hospitalization insurance has risen from 12 
million to 90 million. The number of people with surgical-care insurance has 
risen from 5 million to 73 million. The number of people insured against medical 
ills has risen from 8 million to 36 million. The breathtaking pace of develop- 
ments in these fields in the past 6 years is almost unbelievable. Curiously 
enough, however, this makes few headlines. 

It should be recalled that it is the medical profession that has had the major 
role in this startling progress. It has been the most important factor. The 
encouragement, support, and sponsorship of hospital, surgical, and medical- 
eare plans by doctors through their State and county medical societies has 
been the keystone of the arch of this success. So much so that since 1950 
there has been at least one medical society approved or sponsored prepayment 
medical-care plan in every State of the Union, the District of Columbia, and 
the Territory of Hawaii. 

In the development of sickness insurance of the so-called service type, with 
its augmented guaranty of full coverage without extra charges for people in 
the low- and middle-income groups, the leadership and support of the medical 
profession has been crucial. Indeed, it has been the willingness of the doctor 
to accept full payment fee schedules at considerably less than the going rate 
tnat has kept the premiums for such service plans within the reach of those 
with modest incomes. This is certainly practical leadership and cooperation of 
the highest order. 

It is not denied that much remains to be done. But the comprehensiveness 
and completeness of coverage is increasing rapidly as actuarial experience ac- 
cumulates. And it is by extension of the benefits obtainable under such volun- 
tary prepayment free-choice plans that the greatest hope for the future lies. 

Insurance against the less common major costs of prolonged illness, so-called 
catastrophic coverage, with a deductible feature like collision insurance, is still 
in the experimental stage. Although of relatively recent vintage there are 
already probably over a million people who now have some form of this type of 
insurance. This, too, is making very rapid strides and holds great promise for 
the very near future. Combinations of presently available medical-surgical 
coverage, hospitalization insurance, and insurance against the costs of catastro- 
phic illness should provide a satisfactory and acceptable cushion against the 
costs of most illness. 

In the Medical Society of the County of Kings, as in many other county and 
State medical societies all over the country, we have long had what we believe to 
be very constructive attitudes toward medical-care insurance. Statements made 
before this committee that county and State medical societies oppose medical 
care insurance are completely false. The Medical Society of the County of Kings, 
for example, has already approved two voluntary prepayment unrestricted free- 
choice medical care plans which together service several millions of subscribers in 
the New York metropolitan area. These medical-care plans are the United Medi- 
eal Service (Blue Shield) and Group Health Insurance, Inc. Both of these plans 
have service features which guarantee that people in the low- and middle-income 
groups will not be subject to extra charges for medical and surgical service. In 
other words, the participating doctors in these plans have agreed to accept as 
full payment for their services the amounts listed in the service fee schedule. 
This service fee schedule is very modest indeed and indicates an earnest willing- 
ness of the doctors in our community to cooperate in making medical care costs 
more manageable for the average family and to avoid the necessity for additional 
charges. Improvements in the extent of coverage under these plans is constantly 
increasing. In addition to in-hospital medical and surgical coverage, there are 
now contracts which include home and office care. It is important to bear in mind 
that all this has been accomplished without resort to panel practice, and without 
resort to restriction of the patient’s right to freely choose his own physician. 

One of the aspects medical care costs which requires improved insurance 
coverage involves consultative and diagnostic services. This, of course, includes 
laboratory and X-ray studies. To a limited extent such services are insured by 
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appropriate riders added to existing medical care plan contracts. This, however, 
is as yet admittedly inadequate and we of the Medical Society of the County of 
Kings are at the present time working on what may prove to be a constructive 
answer to this problem. I am submitting herewith a proposal which I made be 
fore the Medical Society of the County of Kings last October and which is now 
receiving the careful study of the society's medical care plan committee. I 
believe there is a voluntary prepayment way to give comprehensive diagnostic and 
consultative care as an extension to the medical and surgical benefits provided 
under the service-type plans already mentioned. 

My proposal was that the Medical Society of the County of Kings should 
sponsor the formation of a consultative and diagnostic group. Of course any 
county medical society cculd do the same thing. In essence the plan would 
provide for the creation of a consultant and diagnostic group of physicians, a 
voluntary partnership of all specialists willing to participate. This group, which 
in a county the size of ours would of course be gigantic, would contract with 
various medical care insurance plans to furnish complete diagnostic and con- 
sultant services to subscribers in the lower economic brackets. The group would 
be paid by the insurance company on a per capita basis, so much per patient 
annually. Payment to the physicians rendering the service however would be 
on the basis of a fee-for-service schedule. 

A simple diagram of the proposed plan outlines its essential structure. There 
would be an appropriately modified fee schedule, but the services would be 
rated in units instead of dollars according to their relative worth. The dollar 
value of each unit would be determined at intervals by dividing the total net 
income of the group by the total units of service rendered during the interval. 
Payment would then be made to those who gave the services in accordance with 
the number of units of service each had rendered. All services of the group 
would be supplied on a free choice, private practice basis on the request of the 
patient’s personal physician. In other words the group would be paid on a per 
capita basis by the insurance company. The group in turn would pay the indi- 
vidual specialist rendering the service on a fee-for-service basis. 

Note that under the proposed plan the insured patient would go to his family 
doctor in the normal way to obtain the usual medical and surgical benefits 
insured against. If the services of a consultant, or if X-ray or laboratory aid 
is required, even of the so-called preventive or checkup type, the patient could 
then be referred to any of the specialists in the group for necessary services just 
as is done in ordinary private practice. The specialist would report his findings 
to the referring doctor in the usual way, and send notification of services rendered 
to group headquarters. At intervals payment would be made to the specialists 
in aceordance with the dollar value of the units of service rendered. 

The dollar value of each unit of service would fluctuate somewhat depending 
on the degree of utilization of services. But these fluctuations need not be vio- 
lent if proper allowance is made for anticipated utilization. Abuses of the plan 
from unwarranted overuse could, of course, be guarded against to a certain extent 
by limited exclusions and limited coinsurance features. This plan is not meant 
to be a bonanza for specialists. Indeed, to begin with, the fee schedule would 
recognize the economic limitations of the people being serviced. Its primary 
purpose would be to guarantee a fully paid consultant and diagnostic service for 
the lower income patient through his own family doctor. Freedom of choice 
would be assured not only by wide specialist participation, but also by provisions 
for indemnification of nonparticipating specialists as well. 

It seems to me that a plan such as this, appropriately modified in accordance 
with the needs of the patients of a particular community, could be tried on a 
limited experimental basis for a period. If found practicable it could then be 
extended to more people, and possibly, with additional premium increments, to 
people in higher economic brackets. It thus seems quite possible to extend 
present plans with their medical and surgical benefits to inelude even such 
expensive items as consultative and diagnostic service. It is possible to do this 
in the voluntary way, and it is possible to do this without sacrificing the patient's 
right to unrestricted free choice of doctor. 

We of the Medical Society of the County of Kings have been seriously concerned 
not only with ways of making medical care insurance more comprehensive and 
more inclusive, but have also given considerable thought to the problem of people 
who are not insured and can afford little or nothing in the way of payment for 
medical care. Such people are being taken care of for the most part in the free 
clinics and wards of hospitals all over the country and in the eare of these patients 
physicians of course give their services without charge. It is also true that most 
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physicians in private practice adjust their fees downward for people who are eco- 
nomically limited and often give part or all of their services entirely without 
charge. Those people who are on welfare aid are cared for by physicians who 
receive very modest fees for their services from the community. It may well be 
that people receiving welfare aid should preferably have the benefit of better 
medical care through the agency of voluntary prepayment free-choice medical 
care insurance paid for out of community funds. In this field Government aid 
may be of definite benefit. 

In order to help meet any immediate needs, however, our medical society has 
taken what I feel to be a most constructive step. It has recently unanimously 
agreed to form a medical aid committee made up of as many hundreds and 
thousands of our members as possible. This committee will pledge itself to 
give medical and surgical care to anyone who needs it whether or not he can 
pay for it. If the problem is one for a general practitioner, the general prac- 
titioner on the list whose turn it is will see the patient, or the surgeon if it is a 
surgical problem, or any one of the different specialists. Whichever doctor sees 
the patient will from that point on have the responsibility of his proper care. 
If the doctor can handle it alone all well and good. If the patient requires 
something more, consultation with another doctor, or hospital care, or some 
special kind of clinic care, or some special kind of welfare or social service care, 
the doctor will take the personal responsibility of arranging for it through our 
headquarters setup. We intend to do this just as quietly and efficiently and 
conscientiously as we can and we will do it on an intimate person-to-person basis 
without any thought whatever of the fact that no fee is involved. Our main 
purpose will be the satisfaction of knowing that no one in our community is lack- 
ing the proper medical attention just because he can’t pay for it. 

Much has been accomplished in the voluntary way. Much can continue to be 
accomplished in the voluntary way without the whiplash of compulsion and 
restrictive control; without infringement of the patient’s unrestricted right to 
choose his own doctor; without compromising the medical profession’s ability 
to render competent, efficient, ethical, personal service; without panel-practice 
medicine ; and without resort to a production-line or department store philosophy 
of medical care. 

President Eisenhower's insistence on a framework of voluntary methods and 
freedom of choice of physician should have everyone’s wholehearted support. 
We are in complete accord with his desires in this respect. There is merit, too, 
in the thought that a Government-sponsored reinsurance corporation may have 
value in covering some of the marginal actuarial risks that privately sponsored 
medical care plans may have to assume to broaden some types of coverage. It 
remains only to be certain that in any such program the utmost care be exercised 
to avoid encouragement and support of medical care plans which negate the 
essence of our free society. 

Such a Federal reinstrance corporation should not be a prop to plans which 
deny unrestricted free choice of physician, which encourage panel practice, and 
which create conditions of medical practice that may lead to underserviced, 
dissatisfied patients and impersonal medical care techniques. It is worthy of 
note that the right to free choice of doctor is enforced under the compensation 
rules of the State of New York. The aim should be to make free choice avail- 
able to everyone. The aim should be to try to see that everyone who needs 
medical care can go to his personal physician for it and not be forced to go to 
some big impersonal clinic or center. The economics of medical care is impor- 
tant, but even more important is the quality of medical care. Let us not make 
the fatal mistake of taking on a shoddy product because it is cheaper or statis- 
tically alluring. We must not for one moment forget that patients and doctors 
are people and not inanimate objects on a production belt. 

I want to assure the members of this committee that the Medical Society of 
the County of Kings, along with other county and State medical societies has been 
and will continue to be earnestly cooperative in the solution of medical care 
problems. In this respect we are ready and willing to work in every way 
possible with any interested group, whether it be management or labor or Govern- 
ment to effectuate constructive solutions by voluntary methods. 

Up to this point I have avoided mention of certain erroneous statements made 
before this committee by a spokesman for the Health Insurance Plan of New 
York, Inc. I will refer to these statements now with the brevity that they merit. 
This HIP spokesman implied that county and State medical societies oppose 
medical eare insurance. How ridiculously false this is should be readily evident 
from what I have already said. The statement was also made that county 
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medical societies oppose group practice. This, too, is a complete untruth. The 
medical profession and county medical societies do not oppose group practice. 
There are many medical groups all over the country practicing perfectly ethical 
medicine and rendering fine service. Indeed, in a sense every doctor practices 
group medicine, for every doctor avails himself of the specialized knowledge of 
his colleagues in his community for consultation when required for diagnosis 
and treatment. The essential element in medical teamwork is the cooperation 
among competent men, not the construction of fancy clinic buildings or centers. 
An important thing about group practice among doctors is that any group or 
partnership of physicians is expected to abide by the medical code of ethics just 
as an individual physician does. The fact that a physician is practicing in a 
group does not release him from his ethical obligations which after all, are pri- 
warily intended to protect the rights and interests of | atients. 

Other reported statements of this spokesman of the Health Insurance Plan 
of New York, Inc., should be accepted with extreme reserve. It is not true 
that the AMA has approved this plan. Nor has the plan been approved by the 
Medical Society of the State of New York or by any of the county medical 
societies in its area of operation. Indeed HIP has not even been approved by 
any significant numbers of subscribers in the New York metropolitan area. 
Out of a population of about 10 million people HIP has only 400,000 subscribers 
of whom, in a sense, about half are captive New York City employees. Compare 
this with the 3 million subscribers of United Medical Service, for example, 
which has the approval of both the State and county medical societies. 

The major reason why the vast majority of doctors and of potential sub- 
scribers oppose HIP is because HIP does not allow unrestricted free choice of 
doctor. When a subscriber joints HIP he must go to one of the groups of 
physicians chosen by this insurance plan to service its subscribers. ‘This is In 
direct contrast to United Medical Service and Group Health Insurance, Inc., 
the subscribers to which may go to any doctor of their choice to obtain their 
insurance benefits. It is this HIP denial of unrestricted free choice of doctor 
in direct contravention of a clearly stated principle of the medical code of 
ethics, and in direct contravention of the fundamental rights of patients that 
has made it unacceptable. 

In essence, HIP is a privately controlled insurance corporation with a govern- 
ing board of which only one-third are physicians and none of those practicing 
physicians, which directs that its doctors must practice group medicine, passes 
upon their qualifications, solicits patients for them, channels patients to them, 
limits the subscriber’s choice to its restricted panel of physicians, and assigns 
a per capita remuneration to medical groups for service, the groups in turn 
having physicians in partnership or on salary. This is a far cry from medical- 
eare insurance but is rather a system of medical-care practice which carries in 
it objectionable compulsory features. 

A serious ethical question has also arisen with respect to HIP advertising, 
which as you know, is prohibited to physicians by the medical code of ethics. 
Through inspired publicity, group publications sent to patients, advertisements, 
throwaways, door-to-door solicitation, and so forth, HIP ad‘ ertising has benefited 
the relatively few physicians on its panel. All this is ethically denied to solo 
practitioners and independent groups of doctors. 

HIP has also manifested curiously monopolistic and restraining tendencies. 
It has a virtual monopoly on medical care insurance of city employees. The 
fact of the matter is that the city of New York will pay half the premium of 
employees who subscribe to HIP, but not of employees who subscribe to any 
other medical care plan. If a group of employees wants to join, let us say, 
United Medical Service, they have to pay the whole premium themselves. But 
if the group joins HIP the city pays half the premium. What is still worse, 
the city will not even pay half the employee's hospitalization insurance unless he 
joins HIP. The result of this unfortunate and anomalous situation is that there 
is severe economic pressure on the city employees to join HIP. HIP has fran- 
tically opposed any attempts to liberalize the city’s attitude in these matters. 
It is reasonable to hope, however, that Mayor Wagner’s support of the free-choice 
principle will be a potent influence toward the correction of present inequities. 

We have made constructive suggestions to HIP which would enable it to carry 
on its prepayment group practice insurance scheme and at the same time 
allow the subscriber the right to unrestricted free choice of doctor, and which 
would permit groups of New York City employees to democratically choose the 
medical care plan they prefer, the city to pay half the premium of any medical 
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care plan chosen. All of our conciliatory efforts have been brusquely rejected 
by HIP. 

These facts are mentioned to emphasize that there is no opposition to prepay- 
ment group practice as a concept as has been repeatedly and falsely alleged. 
The opposition has been to specific and correctable deficiencies involving restric- 
tion of free choice of doctor and other questionable practices and procedures. 
Every medical care plan should be evaluated on the basis of what it does, not 
what it claims it does. We should be mindful not only of what a medical care 
plan gives but also of what it takes away. 

I can only conclude with one general observation. The Medical Society of 
the County of Kings has supported and will continue to support any and all worthy 
medical-care plans. In justice to our patients and in justice to the obligations 
of our professions it cannot be expected to give approval to medical plans which 
deny unrestricted free choice of doctor and which nurture the seed of compulsion. 


Mr. Hrnsuaw. We will recess until 10 o’clock in the morning. 
(Whereupon, at 12:45 p. m. the committee recessed, to reconvene 
at 10 a.m. Friday, January 15, 1954.) 





HEALTH INQUIRY (VOLUNTARY HEALTH INSURANCE) 


FRIDAY, JANUARY 15, 1954 


House or RepresENTATIVES, 
CoMMITTEE ON INTErsTATE AND ForriGn ComMrrce, 
Washington, D. ¢ 

The committee met at 10:15 a. m., pursuant to recess, in room 1334 
of the House Office Building, Hon. Charles A. Wolverton, chairman 
of the committee, presiding. 

The Cuarrman. The committee will be in order. 

For the past few days we have heard very illuminating statements 
on medical-care plans of different types: 

First, a plan developed under the auspices of industry; next, plans 
developed through the initiative of physicians who have formed 
physician-owned group practice plans. 

Yesterday, we heard about the health-insurance plan of Greater 

New York, a community plan stimulated by Mayor LaGuardia to pro- 
vide prepaid health services for the employees of New York City. 

Today, we begin hearing the views of representatives of labor 
unions. The interest of labor unions in prepaid medical care is 
nothing new. It extends over many years and health and welfare 
benefits are now important items in almost all collective-bargaining 
agreements. 

The unions provide health services to their members in many dif 
ferent ways. Some unions have enrolled their members in existing 
plans, such as the Health Insurance Plan of Greater New York, the 
Kaiser Plan, and the Ross-Loos Medical Clinic, and others. 

Some unions have their own medical centers where they provide 
comprehensive medical care, such as physicians’ services in the center, 
home, and hospital and various types of X-ray and laboratory services 
with special emphasis on preventive services. Other unions have 
health centers which provide diagnostic services and upon the re 
quest of the patient sends the results of the tests to the fami ly 
phy sician. 

Some unions provide protection through Blue Cross and Blue 
Shield plans or group-insurance contracts. Union members and 
their dependents represent a substantial proportion of the total mem- 
bership in such plans. 

I might indicate how long the unions have been interested in this 
field. 1 understand that in 1913 the International Ladies’ Garment 
Workers Union established the first service type of medical-care plan 
that was sponsored by a union; that is the first union plan that pro- 
vided physicians’ services rather than cash benefits. But before that, 
as early as 1887, the granite cutters union established the first union 
sick benefit program that was national in scope. The barbers’ union 
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established a sick benefit program in 1895 and the tobacco workers’ 
union a year later. The interest of the unions in obtaining health 
benefits for their members is as old as the unions themselves. 

Some people think this is a new interest. It is only the practice 
of including such benefits under collective-bargaining agreements that 
is a new dev elopment. 

This committee expects to benefit greatly from learning of the ex- 
perience of the various unions in providing health benefits for their 
members. 

Today we have the privilege of having before us witnesses from 
the International Association of Machinists. It will be our privilege 
to have Mr. Nelson Cruikshank, the director of social insurance activi- 
ties of the AFL as our first witness, and following him Mr. A. J. 
Hayes, international president of the International Association of 
Machinists. Following him will be Mr. Fred Umphey, executive 
secretary of the International Ladies’ Garment Workers Union. 

I am certain that you will agree with me that these representatives 
of labor are in a position to give us very helpful information for this 
important subject that is occupying the attention of the committee at 
this time. 

The first witness, as I have said, will be Mr. Nelson Cruikshank. 
He is the director of social insurance activities for the American 
Federation of Labor and secretary of the American Federation of 
Labor standing committee on social security. He has held this post 
since 1945 with the exception of the years 1951 and 1952 when he was 
on leave of absence from the American Federation of Labor to act as 
Director of Labor Activities for the Economic Cooperation Admin- 
istration, stationed in both Paris and Washington. 

During the war, he was secretary to the labor members of the Labor 
Management Advisory Committee of the War Manpower Commission. 

He has written numerous articles and addressed many meetings on 
the subjects of health insurance and social security. 

Mr. Cruikshank, we will be pleased to hear from you at this time. 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR OF SOCIAL 
INSURANCE ACTIVITIES, AMERICAN FEDERATION OF LABOR 
(ACCOMPANIED BY ANDREW J. BIEMILLER, MEMBER OF THE 
NATIONAL LEGISLATIVE COMMITTEE OF THE AMERICAN FED- 
ERATION OF LABOR) 


Mr. CrurksHank. Mr. Chairman and members of the committee, 

I am very happy to have the opportunity to present our views on this 

very important subject, and appreciate the generous words of the 
chairman on the background, interest, and the ‘role that the American 
labor movement has had in the development of some of these plans and 
the experiences that we have had. 

Mr. Chairman, I had expected to be accompanied at this time by 
my colleague, Mr. Andrew J. Biemiller, but he was detained by a con- 
ference in President Meany’s office. With your permission he will 
join me when he is able to come over. 


The Cuatrman. We will be very glad to have Mr. Biemiller take 
part in these hearings. 
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Mr. Biemiller was a member of this committee, a very active mem- 
ber; he was intensely interested in this subject of public health. His 
interest has not deteriorated since he left the Congress. I would say 
that he is performing a very wonderful service for the AFL with 
which he is now associated. He has been helpful to the committee in 
the days previous to these hearings. 

I am pleased to know that he will be here to be associated with 
you. 
~ Mr. Crurksnann. Thank you, Mr. Chairman. 

My name is Nelson H. Cruikshank, and I am director of social in 
surance activities for the American Federation of Labor. My office is 
located in the AFL Building, 901 Massachusetis Avenue NW., Wash- 
ington, D. C. 

I appreciate the opportunity of presenting to this committee our 
views on the important health issues you have under consideration. 

The American Federation of Labor agrees with President Eisen- 
hower in being flatly opposed to the socialization of the medical 
profession. Also in common with President Eisenhower, the Ameri- 
can Federation of Labor supports the principle of social insurance 
as a method of dealing with social problems. We believe that this 
sound and tested principle should be extended to the field of health 
on a national basis, so as to make it possible for all of the citizens 
of America to have access to, and a means of meeting the costs of, 
high-quality medical care, without the imposition of an undue eco- 
nomic burden upon any person or class of persons. 

The official policy of the American Federation of Labor was most 
recently restated by a resolution adopted unanimously by the 72d 
annual convention, held in St. Louis in September 1953. That resolu- 
tion reads as follows: 


Whereas the health and physical well-being of its citizens is one of the most 
important gages of the general welfare and social 


progress of any nation; 
and 


Whereas good health is the greatest asset of the working man and woman 
whose livelihood is entirely dependent upon the physical ability to work: and 

Whereas the health of the people of America is suffering as a result of the 
serious shortage of doctors and other medical personnel and the unfilled need 
for more and better hospital facilities, clinics, and health centers; and 

Whereas, even where physical facilities are available, the high cost of ade- 
quate medical, surgical, and hospital services places high-quality medical atten- 
tion and health care beyond the economic reach of many large groups in our 
population and imposes a heavy burden of debt and economic insecurity upon 
workers and their families; and 

Whereas the so-called voluntary health insurance plans promoted by insur- 
ance companies and medical societies are grossly inadequate to meet the needs 
of the public, are not available to millions, neglect vital areus of health care, 
are duly costly in terms of benefits derived from premiums paid, tend to push 
up the cost of medical care, and are subject to widespread abuse by members 
of the medical fraternity as well as others; and 

Whereas these facts have again been emphasized and underscored and placed 
before the attention of the public after exhaustive study, in the final report 
of the President’s Commission on the Health Needs of the Nation; and 

Whereas organized labor, as the spokesman for the interests of the working 
people of America and their families must accept a large share of the respon- 
sibility in a democracy for the development and promotion of programs, policies, 
and methods of organization to enable wage earners and their families to over- 
come the hazards of ill health: Therefore be it 

Resolwed, That the delegates to the 72d American Federation of Labor Con- 
vention assembled in St. Louis, Mo., call upon the Congress of the United States 
to enact legislation to expand public-health facilities and programs, to promote 
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and assist the expansion of medical training and educational facilities, hos- 
pitals, clinics, and health centers, and to provide a nationwide system of na- 
tional health insurance to assure that good medical care will be made available 
to ll of the people of America. 

On November 12, 1953, the social security committee of the Amer- 
ican Federation of Labor, following a meeting in Washington on that 
day, issued a statement which declared, in part, that: 

The health needs of the Nation are still urgent. They cannot be ignored. 
They continue to exact a heavy toll in human lives, suffering, and economic dis- 
tress. They do not evaporate and disappear with a change in political parties 
in control of the instruments of Government. They demand action, through a 
constructive program for the expansion of health services, personnel and facilities 
and for a method of payment which will alleviate the crushing burden of cost 
now borne by the American people, and make possible the broader distribution 
of high quality medical care. This can best be done through a sound and demo- 
cratic system of national health insurance, coupled with a program of Federal 
aid to medical education, medical research, and the expansion of hospitals, 
clinics and other health facilities and services. This is not socialized medicine, 
but a logical extension of the established principle of social insurance. 

We call upon the admnistration and upon Congress for action now, through 
the presentation of a constructive, comprehensive health program to the people. 
The Nation cannot afford further inaction or delay in this vital area of public 
responsibility. 

The members of the committee are: Mr. William F. Schnitzler, sec- 
retary-treasurer, American Federation of Labor, chairman, AFL 
social security committee; Mr. George Meany, president, American 
Federation of Labor, ex cfficio member of committee; Mr. James A. 
Brownlow, president, metal trades department, American Federation 
of Labor; Mr. Gordon W. Chapman, secretary-treasurer, American 
Federation of State, County, and Municipal Employees; Mr. William 
H. Cooper, secretary-treasurer, Building Service Employees’ Inter- 
national Union; Mr. George Q. Lynch, president, Pattern Makers 
League of North America; Mr. Lee W. Minton, president, Glass 
Bottle Blowers Association of the United States and Canada; and 
Mr. Matthew Woll, first vice president, American Federation of Labor. 

I am calling attention to this to point out both with respect to this 
statement that the views that I am presenting here are not views of my 
own, although I do believe in them wholeheartedly ; but they are the 
views developed by the membership, their representatives in the con- 
vention, and by these 9 elected officers of unions of the American 
Federation of Labor. 

This is a well-considered opinion of our organization through its 
elected representatives. 

The American Federation of Labor favors a Federal program of 
national health insurance, not because we are in any sense committed, 
as a matter of philosophical principle, to governmental action as 
against private voluntary action, but because, as practical people, we 
are convinced that this is the only practical way in which the job that 
needs to be done can be done, within the framework of a free and 
democratic society. 

If the existing pattern of private voluntary plans could do this 
job, or could do it as well, we would be content to place our hopes 
in the further development of such plans. But, unfortunately, that 
is not the case. 

Our authority for this statement is the experience of many of our 
affiliated unions. No other group in this country represents a greater 
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amount of accumulated firsthand experience with all types of volun- 
tary prepayment plans than does the trade-union movement. The 
majority of our members are now covered by group health plans of 
one sort of another, established through collective bargaining with 
employers. We have a tremendous stake in the quality and perform- 
ance of these plans. And, with a few notable exceptions, we have 
found them to be grossly inadequate as an answer to the esesntial 
health needs of our members and their families. 

The most important health need of industrial workers and, I be- 
lieve, of the public generally, is preventive care. 

A constructive, progressve medical-care program is one which seeks 
to improve and to maintain the health of those who are served by it, 
rather than merely to patch up and repair their disabilities after 
they have reached an advanced stage. Every system or program of 
medical care should be tested by the attention which it pays to this 
vital aspect of the total national health problem. No program or 
approach which neglects it can be considered adequate or satisfactory. 

This point cannot be overemphasized. Your committee has de- 
voted much of its time to a study of chronic illness, and of the prob- 
lems of those with disabilities and diseases which involve prolonged 
periods of hospitalization and medical attention. The promotion of 
so-called major medical expense or catastrophic insurance coverage, 
providing partial reimbursement of, or indemnity against, the heavy 
hospital and medical costs incurred by the victims of such condi- 
tions has been suggested by some who have appeared here as the 
best and final answer to this very serious problem. 

We disagree strongly with that contention. We agree, of course, 
that such protection is a significant contribution to the economic wel- 
fare of those who are faced with catastrophic medical and hospital 
expenses. 

Protection against such expenses is an essential ingredient of an 
adequate health program, for there are very few people in this coun- 
try, even among the well to do, to whom the cost of prolonged dis- 
ability and medical treatment does not come as an economic catas- 
trophe. 

But even if the entire population were covered by a major medical 
expense policy the real problem presented by chronic or long-term 
disability and disease would still be with us, and it would still be a 
catastrophe to its victims. 

No commercial insurance policy alone can overcome the physical 
and mental suffering, the loss to the individual of his power to con- 
tribute to and enjoy the pleasures of life, the loss to the Nation 
of his production, and all of the other consequences, both concrete 
and intangible, which flow from the loss of health. A policy which 
helps to pay a part of the bill. even a substantial part, after the disaster 
occurs, still leaves the individual, the community, and the Nation with 
the problem of the disaster itself. 

The only really constructive and hopeful approach to that basic 
problem is one which seeks to preserve health, to prevent disease, and 
to check its progress at the earliest possible stage. It is upon this 
approach that the major emphasis of any national health program 
properly belongs. It is the only way in which the actual cost of 
medical care can be progressively reduced, and the health of America 
progressively improved. 
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A constructive health program, based upon the principle of preven- 
tion as well as cure, should encourage, prepay the costs of, and provide 
facilities for regular physical examinations and the earliest possible 
diagnosis and treatment of symptoms and ailments. 

It should make the services and facilities of all the various special- 
ties as well as of general practitioners, working together, readily and 
conveniently available to the individual. 

It should provide for the continuing education and guidance of the 
individual in the use of the facilities available to him and in the proper 
care of his own health and that of his family. 

It should provide those who suffer from chronic conditions ready 
access to the kind of attention and advice they need in order to prevent 
their condition from growing worse, and, if possible, to improve it. 

All of these services and facilities should be closely integrated with 
those which are provided for the hospitalization, care and treatment 
of more advanced cases of illness and disability. 

It is in precisely this area of preventive service that the system, if it 
can be called a system, of medical enterprise which currently prevails 
is most glaringly deficient. I refer both to the solo-practice, fee-for- 
service method of offering medical services as such, and to that ar- 
rangement as it has been modified, or, rather, embodied in, the prepaid 
insurance plans which the medical societies and commercial insurance 
companies have placed on the market. 

We believe that a large part of the health problems which now 
confront this Natoin can be traced directly to this deficiency. Because 
this fundamental need is neglected, individuals are discouraged, by 
costs, inconvenience and lack of knowledge, from seeking the care and 
attention they need, until their condition becomes so acute that they 
ean no longer avoid recourse to medical services. 

An adequate health-insurance program must be comprehensive in 
its scope, and must provide complete family coverage. 

The health-insurance plans which are most prevalent today largely 
ignore the most important areas of cost. They do not cover the day- 
to-day health needs and conditions which are most common to every 
family, nor do they cover those conditions which, though relatively 
infrequent, are most burdensome and costly when they do occur. 
They are limited largely to partial coverage of an in-between area, 
short-term hospitalized disabilities. 

In industry today, thousands of different arrangements exist, whose 
variations in scope of benefits are not justified by any criteria, despite 
the prevalence of the appeal to fit the insurance benefits to the needs 
of a given group or industry. The needs are always comprehensive 
health services and medical care. 

This piecemeal approach means inequality of benefits for workers 
even in the same community or neighborhood. 

Medical care without detriment to its quality cannot be fragmen- 
tized. Its component parts must be integrated into a comprehensive 
continuous whole. Diagnosis cannot be arbitrarily separated from 
treatment, surgery cannot be isolated from preoperative and post- 
operative care, care inside of the hospital cannot be provided as a 
thing entirely apart from care in the home, office or clinic. Anything 
short of a comprehensive, unified program is to that extent an inade- 
quate program. 
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Full family coverage is likewise an essential criterion of adequacy. 
Many of the plans in existence today cover only the wage earner him- 
self, and excludes his wife and children. The contribution which such 
plans make toward the solution of his health problems is very small, 
even if these plans were adequate in all other respects, which they are 
not, for the medical expenses of the worker himself are but a small 
part of the total family medical bill. 

In fact in a comprehensive survey, which was made in the San 
Francisco area, we found that the family costs ran about 80 percent 
of the total medical costs. 

That is the cost to the dependents as distinguished from those of 
the breadwinner himself. 

A satisfactory health program should at the very least provide a 
means of making possible the full prepayment of the costs of the serv- 
ices offered. The application of the social insurance principle also 
requires that the rate of payment bear some direct relationship to the 
income of the persons covered. 

The so-called voluntary plans offered by commercial insurance com- 
panies and medical societies fail on both counts. That is particu- 
larly true of cash indemnity plans. 

In other words, here we have the ironic example of prepayment 
plans which in many cases do not prepay, and insurance plans which, 
though costly, do not insure. 

The most obvious evidence of this may be found in the wide dis- 
parity between the large percentage of the populace which these plans 
claim to cover, and the very sm: all percentage of the total medical 
costs of the Nation which they actually pay. While 56.6 percent of 
all families in the United States have some form of insurance protec- 
tion, the record shows that only 15.2 percent of all medical costs were 
paid by such insurance. 

The typical cash indemnity or reimbursement plan does not cover 
all the costs even of those services which it undertakes to cover. It 
does not even cover a predictable portion of those costs. 

It places a ceiling on benefits, but there is usually no ceiling on the 
actual charges made for the services rendered. Unhappy experience 
has shown that those ch: irges ail too often tend to vary, depending 
upon whether or not the individual is “insured” against them. 

Few experiences have been more frustrating to our members than 
that which many union groups have encountered in the fruitless effort 
to catch up with the will-of-the-wisp of rising medical and surgical 
charges by negotiating expensive increases in the benefit schedules of 
cash indemnity plans. 

Increases in benefit schedules negotiated in the effort to approach 
full prepayment of costs have served only as an excuse for further 
increases in hospital charges, room rates, and medical and surgical 
fees, leaving the members confronted with the same extra charges, 
over and above their insurance benefits, that they had to pay before. 

Through this process, in some areas we have seen surgical benefit 
schedules in the plans negotiated by union groups rise steadily over 
a few short years from a maximum of $150 to maximums of $450 
or $500, without actually improving the position of the membership 
in relation to their medical bills. In fact, in some cases, grounds 
exist for a very strong suspicion that individuals covered by such 
plans have been left no better off than they had been without it. 
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To the extent that this tendency exists, these plans may properly be 
described as “doctors’ benefit” plans, rather than employee-benefit 
plans. For they enable doctors to receive higher fees for services to 
low-income workers than would otherwise be the case, without sacrific- 
ing their ability to charge what the traffic will bear to others, regardless 
of the schedule of maximum benefits contained in the plan. 

I know that there have been many pious condemnations by spokes- 
men of the American Medical Association of this practice of hiking 
fees for insured patients. But it, is difficult, if not impossible, to prove 
a deliberate hiking of fees. 

And until the officials of the AMA and local medical societies 
throughout the country show a greater willingness to sit down and 
vork out with consumer groups a reasonable schedule of fees which 
they will accept as a standard and as full payment for services 
rendered, their self-righteous disclaimers will remain singularly 
unconvincing. 

Moreover, if you accept the traditional attitudes of the medical 
fraternity as expressed in the fee-for-service approach which the AMA 
defends so vigorously, it is hard to blame individual doctors for raising 
their fees. It is a reaction which is entirely consistent with their 
traditional sliding-fee scale based upon the patent’s s ability to pay, 
and what the market will bear. 

On that basis, it is only natural for a doctor to look upon an in- 
demnity insurance policy as an additional financial resource of the 
patient. If the patient could afford to pay $50 for a given operation 
before he had the insurance, and the insurance policy provides a 
benefit of $50 for that operation, surely he should still be able to afford 
$50 out of his own pocket. Therefore, by this kind of reasoning, he 
should be able to pay up to $100 now that he has the insurance police: V. 

This attitude persists, despite the fact that the spread of insurance 
has gone far toward wiping out the theoretical rationale for the sliding- 
scale system. 

Organized medicine offers a sort of Robin Hood theory in justifica- 
tion of this system. According to their argument, they must soak 
those who are able to pay, in order to compensate themselves for the 

vast amount of free or reduced rate services they render, or alleged 
that they render, to the poor. The spread of insurance plans has un- 
doubtedly served to reduce the amount of charity work that is done 
and to raise the fees that doctors are able to obtain for services to lower 
income groups. 

Yet, this changing situation on one side of the scale has not been 
matched by a compensating change on the other. Organized medi- 
cine continues to insist upon the right to charge what the traffic will 
bear, even though the effect is to nullify the v value of insurance plans, 
save as a source of guaranteed income and insurance against nonpay- 
ment of bills for the members of the medical profession. 

The fact is that as long as insurance benefits are paid in cash with 
no guarantee of the medical services they will actually purchase, this 
constant upward pressure on fees can be expected to continue. That 
is one of the major reasons why the service, rather than the cash in- 
demnity principle is so essential to a constructive, effective health 
program. 

But, regardless of whether a plan undertakes to offer services or 
cash benefits, there can be no adequate check upon costs in the absence 
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of effective consumer representation in the administration of the pro- 
gram. This applies particularly to medical society plans which play 
up their “nonprofit” character and yet are controlled exclusively by 
the very doctors who give the services at fees which they themse Ives 
establish. Under such circumstances, the use of the term “nonprofit” 

is surely a meaningless technicality, a mere antic of semantics. How- 
ever honest, no one can be entrusted with spending another person’s 
money economically when it is primarily a matter of paying himself. 

The inflationary effects of these plans upon costs to the consumers of 
medical care operate in a threefold manner: 

1. By creating an upward pressure upon medical, hospit al and surgi- 
cal fees and ¢ harges, as noted above, which is reflected in extra charges 
and in steadily rising premium rates ; 

2. By increasing the demands upon available hospital and medical 
facilities and personnel with no compensating program for the in- 
crease and expansion of facilities needed to meet these demands; and 

3. By tacking on top of purely medical costs a heavy structure of 
administrative, promotional, and other expenses. 

Thus they exact a very high and, we believe, an unnecessarily high, 
price for the advantage of providing a means of budgeting an un- 
predictable and variable part of the costs of medical care. 

Our concern is not limited to what is happening to the costs of 
medical care today. We are equally concerned with what is happening 
to the quality of medical care. In its propaganda against any gov- 
ernmental action in the health field and in favor of the status quo, 
the instruments of organized medicine have placed great emphasis 
rhetorically, at least, upon this important factor of quality. Yet the 
harsh and unfortunate fact is that the quality of medical care is 
suffering today under the impact of commercial insurance and medica] 
society plans, and it is not likely to improve in the foreseeable future, 
insofar as most of the people of this country are concerned, without 
timely and appropriate action on the part of the Federal Government. 

One of the reasons why the hospitals of this country are overcrowded 
today lies in the fact that the most prevalent type of insurance plan 
pays benefits only for hospitalized illnesses and disabilities. 

More authoritative persons than I have testified to the fact that a 
great many persons are being hospitalized unnecessarily, simply be- 
cause that is the only place in which they can receive prepaid treat- 
ment, within the scope of their insurance plans. The resultant pressure 
upon hospital facilities and personnel can have only one result, dete- 
rioration in the quality of care. 

Most of this unnecessary hospitalization could be avoided by the 
provision of adequate preventive care, and by the provision of facili- 
ties, within the scope of the insurance program, for diagnosis and 
treatment in outpatient clinics and health centers. This has been 
clearly demonstrated by the experience of those comprehensive serv- 
ice plans which do provide for this type of care, where the rate of 
hospitalization has been materially reduced below the level of plans 
which provide for hospitalized conditions only. 

There is some evidence, including observations by prominent mem- 
bers of the medical profession, of the performance, for pecuniary 
purposes, of unnecessary or overly hasty operations, many of which 
may be detrimental to the welfare of the patient. We do not mean 
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to imply that such conduct is typical of the medical profession, but 
we do believe that it is much more widespread than the captains of 
organized medicine are prepared to admit. 

While the responsibility for this must be placed directly at the 
door of the individual doctor who is guilty of such practices, its 
extent can be attributed largely to the growth of insurance plans 
which place a premium upon shady ethics and questionable practices. 
These plans guarantee the payment of liberal fees to doctors for the 
performance of such operations, while containing no protections to 
safeguard the interests of the patient. 

In short, while those who oppose Federal action and point to com- 
mercial insurance and medical society plans as a substitute profess 
great concern over quality and the rights of the individual, the facts 
are that these plans de nothing to protect and promote either the 
quality of medical services or the interests of the patient in his rela- 
tions with the members of the medical profession. In fact, there is 
much evidence which indicates that their end results may be detri- 
mental to the quality of medical care. 

This state of affairs is particularly serious in the light of the fact 
that the individual layman, when left to his own resources in his 
search for good medical care, is almost entirely at the mercy of the 
medical profession. He must take the word of the doctor for every- 
thing, including the professional merits of other physicians. The 
relunctance of doctors to speak to a patient of other doctors in terms 
that might be considered derogatory is notorious; it is generally 
viewed as a breach of ethics. 

Medical ethics itself seems to have come a very long way from the 
day when it was designed and served primarily as a protection for 
the lay patient. Professional medical associations have come to direct 
more and more of their attention toward the economic and political 
self-interest of their leading members, a trend which perhaps reached 
its culmination with the era of Whitaker and Baxter. 

With this shift in emphasis, there seems to have come a subtle 
change in the character of medical ethics, until today it is a debatable 
question whether the ethics of the profession as applied in some cases 
is a safeguard for the patient or an instrument ee the mutual pro- 
tection and benefit of the medical fraternity. 

This is nowhere better illustrated than in the question of “free 
choice of doctors.” On this point, I would first like to say that, con- 
trary to the common allegation, the type of national health insurance 
program favored by the American Federation of Labor would not 
restrict the patient in his free choice of doctors. It would in fact 
enhance it, by offering him a much wider range of choice, as a prac- 
tical matter. 

It is, however, significant that this argument about “free choice,” 
which is commonly and erroneously employed against both group 

ractice plans referred to there as the closed panel and national 

ealth insurance, has its origin in and is most strongly championed 
by the spokesmen for organized medicine, rather than the actual con- 
sumers of medical care. 

It is both ironic and indicative that those who most strongly insist 
that no one is competent to judge or to exercise discretion or authority 
over anything related to medicine except the members of the profes- 
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sion, are the same ones who insist that the uniformed individual lay- 
man must be left entirely to his own devices in the selection of a doc- 
tor, one oftthe most important medical decisions of all. 

I believe that the average workingman is much less concerned about 
this quotation of “free c hoice” than are the high priests of the medical 
association. He is much more concerned that there be some objective, 
dependable assurance that his doctor is qualified, skilled, and sin- 
cerely concerned with his welfare. 

The worker knows that in actual fact, as matters stand today, free 
choice too often means the freedom to thumb through the phone book 
at random in search of any nearby doctor, one being just as good as 
another for all he knows. To many citizens of this country, it means 
the freedom to choose the only doctor to be found for miles around, or 
one of the 2 or 3 in the local community, or one who is willing to come 
to the home or make an appointment in a reasonable time. 

The fact is that, as used by medical spokesmen, the term “free 
choice” has a very limited meaning, and one which is slanted toward 
the narrow interests of certain segments of the medical profession, 
rather than those of the patient or the public at large. 

It has nothing to do with the quality of medical care. It is a 
defense of the status quo for the solo-practice, fee-for-service method 
of offering services, which, in conjunction with insurance schemes 
which guarantee the collection of liberal fees and the payment of bills, 
many practitioners have found so profitable. 

The American Federation of Labor believes that the people of 
America should have the freedom to choose, not only the services of 
an individual physician engaged in solo practice, but medical groups 
offering comprehensive services as a team operation, if he prefers such 
a group. We believe that they have the right to use the instruments 
of a democratic government to aid them and to enhance their ability 
to exercise that freedom of choice. 

Full free choice is the only real free choice, and it is a fact that, by 
discouraging and hampering the growth and development of compre- 
hensive, group practice plans in this country today, the official 
chieftains of organized medicine are stifling free choice of doctors and 
methods of service, and restricting the people in the full exercise of 
their right of free choice. 

Furthermore, the only real free choice is an enlightened choice. In 
the absence of reliable, expert guidance and assistance, the choice of a 
doctor is a gamble at best. Under the common type of commercial 
insurance and medical society plans, the layman is left to fend for 
himself in his search for medical services. 

He must take his chances in a world where, according to informed 
reports, such things as fee-splitting, ghost surgery and unnecessary 
operations are not unknown; where doctors do not speak unfavorably 
of other doctors; and where he can never be sure that referrals and 
recommendations are not based upon some sort of clandestine mutual- 
benefit arrangement rather than sheer ability. 

This is not a necessary or inevitable state of affairs. There are a 
number of consumer-controlled, comprehensive, direct-service plans, 
employing the advantages of group practice, where it is not the case. 

os of the major advantages of such programs is the fact that the 
doctors who comprise the group are carefully selected by doctors who 
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are competent to judge their training, experience and abilities, in 
accordance with the highest standards. The member can have full 
confidence in their technical ability. 

He knows that he has been ably represented in their selection and 
in the terms under which the service is to be provided. He knows that 
he will be treated as an individual who must be kept well or restored 
to health as soon as possible, and that the character of the treatment 
will be determined by his physical needs and not by his ability to pay. 

As our members continue to gain experience with the orthodox type 
of commercial insurance and medical society plans, that experience is 
being reflected in increasing dissatisfaction and disillusionment. They 
are daily becoming more aware of the failure of these plans to live up 
to promises and expectations, of their serious gaps and deficiencies, 
and of the limitations inherent in them. 

Evidence of this is to be found in the fact that more and more of the 
local and national organizations affiliated with the American Fed- 
eration of Labor are setting up health and welfare committees or 
taking other steps to explore alternative avenues of approach to a so- 
lution of the pressing problems of their membership. 

Some unions have found the answer by joining comprehensive, 
group-practice prepayment plans such as the Health Insurance Plan 
of Greater New York and Permanente. Others have undertaken to 
establish their own health centers and clinics. Among the latter are 
the Labor Health Institute in St. Louis, the health centers-which the 
International Ladies’ Garment Workers’ Union has established in a 
number of cities, the AFL Health Center in Philadelphia, and service 
plans established by certain locals of the Butcher Workmen, Hotel 
and Restaurant Employees. and a few other unions. 

I believe that plans of this type have a great potential and hold 
great promise as one avenue toward a solution of the health problems 
of a substantial number of the people of this country. They stand as 
an example of what can be done, and of what the commercial insur- 
ance and medical society plans so notably fail to do. 

These programs are all going in the direction which we in the labor 
movement wish to go, providing a sound base for local, consumer- 
controlled, comprehensive medical services which will be able to con- 
tinue even more effectively with the stimulus of national health insur- 
ance. 

But they are still too few, and the difficulties involved in their estab- 
lishment too great for many groups. Among the most serious ob- 
stacles is the difficulty involved in securing the initial ‘apital needed 
for the acquisition of suitable buildings and facilities. 

One of the most constructive steps that Congress could take to en- 
courage the expansion of programs of this type would be through 
legislation to establish a source of credit, readily available upon ad- 

vantageous terms, to enable groups desiring to establish such programs 
to secure the initial capital required for such an undertaking. I be- 
lieve that this would lead to the creation of comprehensive service 
programs in many localities where they do not now exist. 

These programs have shown us, by actual practical demonstration, 
that the health needs of our members can be met. economically, effi- 
ciently, and well. They have shown that the quality of medical care 
and the health of our members can be improved through such an 
approach. 
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They have shown that laymen and physicians can work together 
in harmony, as a team, without detriment to either group, and with 
real benefit to both groups. They have demonstrated that compre- 
hensive, high-quality health services are a practical possibility; that 
they are not pie in the sky; and that the arguments and dire predic- 
tions that have been leveled against complete prepaid medical care 
have little if any foundation in fact. Now that we know what can be 
done, with the right kind of program, we do not believe that the people 
of this country should be shortchanged by being made to settle for 
much less. 

In discussing these programs, I would like to pay particular tribute 
to the many fine pubtic-spirited members of the medical profession 
without whose advice, guidance, cooperation and participation none 
of them would have been possible. I believe that there are a great 
many doctors in this country who are awake to their broader social 
responsibilities as physicians and who, as individuals, are in sympathy 
with our basic aims and objectives. 

I believe that there would be more of them, and that more of them 
would be willing to participate actively, if it were not for the official 
attitude of their medical associations. 

Were it not for the negative, obstructionist attitude with the medical 
associations have expressed, both overtly and covertly, toward every 
effort that has been made to find a real and constructive solution to 
the health problems of the people, those problems would be much 
closer to a solution than they are today. If they would abandon their 
ee approach to this matter and extend their positive coopera- 
tion, or at least abandon that role of negative opposition which keeps 
many doetors from cooperating more actively, great strides could be 
made. 

But I am afraid that, under its present leadership, there is little 
hope that the official arms of organized medicine will ever join in a 
positive effort to meet these needs. It is a tragic and ironic fact that 
the greatest single barrier than stands between the citizens of Ameri- 
can and ready access to good medical care for all is the obstructionist 
attitude of organized medicine itself. 

In this statement I have tried to indicate some of the reasons why 
the American Federation of Labor believes that the only program 
which promises to meet the health needs of all the people is a system 
of national health insurance. 

While we believe that the only ultimate answer lies in the adoption 
of such a program, ours is not an all-or-nothing position. As practical 
people, we are interested in practical progress, and we will support 
on its own merits, any sound proposal which will result in material, 
practical progress in the health field. 

I have tried to show why we believe that the conventional type of 
commercial insurance and medical society prepayment plan are ver Vv 
weak reeds to lean upon in the search for an answer to the health needs 
of the Nation. 

A sound national health program cannot be built around plans of 
that type as they stand today. I have tried to indicate some of the 
standards and criteria which should be used as a measure of the ade 
quacy of any plan deemed worthy of promotion and assistance. Short 
of national health insurance, the most constructive steps that can be 
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taken in pursuit of progress in the health field would be those which 
help to promote the expansion of democratically controlled, compre- 
hensive direct service plans which offer preventive as well as curative 
and rehabilitative care, and which employ the advantages of group 
medical practice. 

The ultimate success of any steps that are taken to make good medi- 
cal care available to more people will ultimately depend upon the 
availability of facilities and personnel to provide the care. That is 
why, as an integral and essential part of the health program of the 
American Federation of Labor, we support an adequate program of 
Federal aid to medical education, aid to promote the construction of 
more hospitals, clinics and health centers, the expansion of medical 
research and of public health facilities and programs, as well as other 
measures needed if we are to have the tools and the workers to do the 
job. All of these measures are necessary parts of the same broad 
program. 

That concludes my prepared statement, Mr. Chairman. If there 
are questions I should be glad to attempt to answer them to the best of 
my ability. 

Mr. O'Hara. Mr. Cruikshank, on behalf of the committee I wish to 
express to you the gratification of the committee in having you here 
and presenting your viewpoints and that of the American Federation 
of Labor. 

As you do appreciate, this is indeed a very broad subject to which 
we are indebted for the various views which have been and will be ex- 
pressed to the committee. 

Gentlemen of the committee, are there any questions? 

Mr. Hate. Mr. Cruikshank, we had considerable testimony earlier 
in the week to the general effect that it would be better to have these 
health-insurance programs on a local or regional basis than on a na- 
tional basis. 

I am wondering if you disagree with that? 

Mr. CrurksHank. Mr. Congressman, I do not believe that that is an 
either-or proposition between the two. 

We have given a good bit of thought to that very question. We be- 
lieve that it is possible to have the utmost of local participation in ad- 
ministration, and that that is highly desirable. 

We do not believe that there should be a centralized administration 
of health plans. 

However, that does not preclude, as we see it, the use of the Federal 
Government as a means of collecting contributions, important insur- 
ance coverage and making disbursement. The administration can be 
local and highly decentralized, and that should be true, but that does 
not preclude a national health plan which handles the fiscal aspects. 

Mr. Haur. Dr. Baehr who was here yesterday from the Health In- 
surance Plan of New York advocated grants-in-aid from the Federal 
Government to the States to accomplish various things. That I take 
it would not be your idea ? 

Mr. Crurksuanx. It would be a part of our idea, yes, sir. We feel 
that if we had a national health-insurance plan of the kind that we 
have been advocating for about 12 or 13 years now, the administration 
should be not only State but local; that you should set up appropri- 
ately to the design of the community a health service area and that that 
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Jocal area should be the key to the operation and administration of the 
plan. 

Now, in some rural areas, where the population is widely scattered, a 
health service area might be as much as several counties. In the city 
of New York, it might be a borough; but that should be left to the 
people to develop. 

The grants should be made to the States which in turn would make 
available funds to an approved health-service area which is designed 
and approved by the participating people, both the consumers’ repre- 
sentatives and the participating physici lans. 

However they feel that a practical health service area should be 
developed, that should be the keystone to the administration of your 
plan. 

Now, that also, of course, would depend upon the facilities available. 
A health-service area should not just be geographic, but should be 
an area which has the necessary combinations of clinics, hospitals, 
and specialty services. All of those factors can only be dec ide d locally, 
and the local people should define their health-service area. That is 
your foundation brick of your adminstrative structure, the local area. 

Mr. Hare. Now, would you have this national health insurance 
compulsory ? 

Mr. CrurksHANK. I would have it compulsory in the sense that all 
of our social insurances are. That gets us into a delicate question of 
semantics, but it is an important one, I think. I would have it com- 
pulsory as we have public school attendance compulsory. I would 
have it compulsory as we have old-age and survivors insurance com- 
pulsory. 

That is that everybody participates in it. It would not be com- 
pulsory as to the type of medical service or the physician which one 
employs. It needs to be all-inclusive, which is a better and more 
accurate term than compulsory, because compulsory gathers around 
the concepts of compulsion that are repugnant to American people. 

We do have compulsory school attendance, but we do not think of it 
in that same context. 

Mr. Hatz. What. I mean is to ask you whether you would deduct or 
withhold from a man’s pay as social security is done ¢ 

Mr. Crurksuank. In one form or another, yes, we would have every- 
one in it. All of the working population mhiey be in it. We believe 
however, that it would be appropriate as a part of that, that where 
he can by collective bargaining, just as be does now, have the employer 
assume that additional deduction, that would be appropriate. 

But it would still provide for his participation, either as a member 
of a group engaged in collective bargaining or as an individual with 
a payroll deduction. 

Mr. Hate. In any event it. would be an absolute liability on behalf 
of the individual to the Government, whether the employer paid it 
all or the employer and employee split it, or whatever they might 
agree as a matter of contract between themselves, is that right? 

Mr. CrurksHANK. Yes. It would be a liability on that individual, 
but on the other side of the ledger, Mr. Congressman, we feel it would 
relieve him of other risks, just as old age and survivors insurance 
relieves him of a certain risk of dependent old age or a portion of that 
risk. This would relieve him of the risk of high cost of medical care. 








1684 HEALTH INQUIRY 


Mr. Hae. Here is John Doe here, and I do not care who employs 
him. He represents a source of $2 a month, or whatever it may be, 
to the Government for health insurance, is that right ? 

Mr. CrurksHank. Yes, sir. 

Mr. Priest. Mr. Cruikshank, I want to join with Mr. O'Hara in 
expressing appreciation for your presentation before the committee. 
In all your numerous appearances before this committee over the years, 
you have always consistently given us a very clear statement of your 
position, and have been so very reasonable and helpful in your answers 
to questions. 

I want to express appreciation for your presentation this morning 
and ask you if your statistical research organization has made any 
study with reference to a proposed tax rate that might adequately 
finance a health-insurance program as you have suggested on the same 
basis, as other social insurance. 

Mr. CrurksHank. Congressman Priest, thank you for your gener- 
ous words. I must say at this time that we have not rec ently recom- 
puted those costs. Our last estimates were between 3 and 4 percent of 
payroll would doit. But I think honestly with you that if you would 
like to have our latest estimates on that, I should submit them later 
and recompute them because it has been 2 or 3 years since we have 
done it. 

Mr. Priest. I knew that you had done so a few years ago, and I did 
not know whether you had brought them up to date or not. 

And, Mr. Chairman, if it is agreeable, could the result of that study 
be put in the record? If that could be done later, I am sure it would 
be interesting to the committee. 

The Cuamman. It will be very helpful to have that information. 

Mr. CrurmsHank. I will be glad to supply it, sir. 

Mr. Priest. That j is all for the present. 

Mr. Dotttver. I join, also, Mr. Cruikshank, in the commendation for 
your appearance here. You certainly make it clear what your position 
is, at least to me. There are some matters that you allude to rather 
briefly in your statement that I would like to inquire about more fully. 

One is with respect to the plans now in existence for health care 
among the various members of the American Federation of Labor. 
I gather from your statement that there are about 60 percent of the 
members of the AFL who are covered. 

Mr. CrurksHANK. That is perhaps not far off, that have some kind 
of group coverage. 

Mr. Doxttiver. Of course, these various plans are an integral part of 
the arrangements that your local component unions have with their 
employers, or separate from their employ ers ; is that not true? 

Mr. CrurksHANK. In most cases; yes, sir. Of course, when I speak 
of the majority of the members having some kind of protection, I am 
including there the fact that the gre: it bulk of them, tod: uy, are only 
under some kind of cash indemnity or commercial insurance plan; and 
only a small portion of them have available a service-type of plan, the 
kind that we think is most desirable. 

Mr. Do.iiver. What percentage would you think would have the 
service-type plan, the most advant: ageous plan as far as your members 
are concerned ? 

Mr. CruiksHank. Between 3 and 4 percent. 
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Mr. Dotttver. Would you care to specify the kind of contract or 
the kind of arrangement which you think is most advantageous to the 
individual member ? 

Mr. CrurksHank. I am wrong on that percentage. I would have 
to recalculate that. That is the general population, a good bit more 
of our members have taken it. I could get that figure for you approxi- 
mately. It varies, too, there are varying degrees, Mr. Dolliver, on the 
type of protection available. 

You will hear Mr. Umphey, this afternoon, who will describe for 
you in some detail the operation of the plan covering the members of 
the International Ladies’ Garment Workers Union. That is the oldest 
and it is not now the most comprehensive. It provides a great deal of 
service but it is not the most comprehensive. 

We have, then, another type such as that that has developed in St. 
Louis, one of the lustre tions I cited here, local 688 of the teamsters 
organization, where they have a very complete type of comprehensive 

care which has been deve heed through their collective bargaining 
organization. 

There they employ a staff of physicians, some of them full time, and 
the larger group of them part time, where they contract for hospital 
services in the existing hospitals in the city of St. Louis, where for the 
members of the union and their families, their dependents, even in- 
cluding a dependent parent, has available full, comprehensive medical] 
care, including the periodic checkup. ‘That is whether or not they 
think anything is wrong with them they are encouraged to come in and 
have a physical examination at least once a year. 

Preventive care is exercised, and where curative, remedial and other 
care is provided, either at the home or in the clinic or in the hospital. 

And, incidentally, that is one of the centers which has proven that 
in the city of St. Louis hospital costs can be materially reduced by 
this type of comprehensive care. 

Now, that is for the members of that union and the members of their 
families. 

Then we have a situation such as that on the west coast. You heard 
Mr. Kaiser describe the operation of the Permanente Foundation, and 
its chain of health centers and hospitals. There, many of our unions 
have bought into that system. They will agree with their employers 
on a certain payroll deduction which enables them to contract with 
Permanente for the provision of complete health services to the mem- 
bers and their families. 

That is a project that we do not operate as we operate the St. Louis 
center. We do not control it. We simply contract with Permanente 
Foundation for the provision of health services to the members of a 
certain group. 

We have about 200,000 in the Los Angeles area, in 1 union that 
contracted for that service. There are some cooperative centers that 
are operated by a cooperative group, that is a regular co-op, which 
also our unions contract with for their services. That is somewhat 
similar to the relationship that we have with the Health Insurance 
Plan of Greater New York, which Dr. Baehr described for you 
yesterday. 

As you recall, that was started by a foundation grant and developed 
first for the city employees of the city of New York. Then union 
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groups contracted with the board when they put a provision in for 
the necessary deduction of payroll and so forth, in their collective- 
bargaining agreement. 

They put a provision in the collective bargaining agreement that 
allows for the contracting with HIP for the services. There are those 
various patterns that are developing. 

Mr. Douuiver. That is exactly the point that I wanted to bring out, 
that there is no uniformity at the present time as to the methods that 
are used by the various component unions for this kind of service to 
them ¢ 

Mr. CrurxsHank. That is correct, sir. 

Mr. Douuiver. I take it from what you said, since you mentioned it 
first, that you feel that the plan that is in operation by the teamsters 
in St. Louis is perhaps the most advantageous to the worker. Is that 
correct ¢ 

Mr. CrurksHank. Yes, I think that that plan—I would not make a 
comparison between the operation of that plan and others—but I 
think that that type of plan is one to which there is increasing ten- 
dency. Another one is developing in Philadelphia. First 17 and now 
I think 21 unions went together there to develop a plan of this kind. 

But the service benefit type and the comprehensive type is what is 
wanted. 

Mr. Dotuiver. How is that kind of a plan set up? Is that a com- 
mercial enterprise on the part of the doctors, or do you hire the doctors, 
or what is the interworkings, functionally, of the St. Louis plan? 

Mr. CrurksHank. The employers and the employees, through col- 
lective bargaining, agree on a number of basic points. 

One, they agree to the payroll deductions or allocations that provide 
for its financing. Then they set up a board of directors on which both 
the union and the employers are represented. That board of directors 
becomes your corporate enterprise, a nonprofit corporation which is 
the operating unit of the plan. That isa lay board, as a hospital board 
would be, which is your basic administrative unit. 

Mr. Dottrtver. There are no doctors on that? 

Mr. CrurksHANK. I am not sure whether they have doctors on it or 
not, but if so it is not predominated by doctors. They could have some 
doctors onthe board. It is primarily a lay board, representing the em- 
ployers and the union. Then the board does a number of things. It 
hires a medical director and a medical staff, and they make an agree- 
ment with that medical director and his staff; and those agreements 
emphasize, as do the basic agreements, that medical professional mat- 
ters remain in the hands of the doctors. 

No member of the board, and no official of the union, can go to the 
doctor and say, “You are not providing the proper kind of medical 
service or you did not do the right thing in this case.” That is recog- 
nized as probably being a matter for the medical profession. 

However, fiscal matters, the facilities, the purchase of a building, 
and all of that, is in your board, similar to what you have in a private 
hospital board. 

Mr. Dottiver. Now, these doctors, I take it, are employed by the 
board of directors which you have set up. Are they exclusively em- 
ployed by the board of directors or may they engage in other practice? 

Mr. CrorksHank. There are kinds of both, sir. And, incidentally, 
Mr. Biemiller, who has just come in, reminded me that Mr. Gibbons, 
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who is the business agent for that union and an officer of that union, in 
688, in St. Louis, and who really sparkplugged the whole organization 
of it, will be here next week. Further details can be given to you by 
him. 

I have visited his clinic and talked to his doctors and all of that. 

In the St. Louis plan there is a small staff of full-time doctors, and, 
also, of course, a full-time medical director. Then they make the 
arrangements for the employment of other doctors on a part-time basis 
at an “agreed fee schedule. There they eliminate the possibility of 
extra services outside, because the doctors who come into the system 
and enter a contract with the center itself agree that they will accept 
the fees and will charge no more in any case. 

Those doctors supply the home calls and often, very often, the calis 
to the doctor’s office, because they are located more conveniently out 
over the city and they if it is necessary to come in where special services 
are available such as at the health center for diagnostic equipment and 
things of that kind, they send them into their clinic. 

Then if there is nec essity for hospitalization, they have working 
agreements with a number of the hospitals in the city to provide 
hospitalization for the members of the plan. The larger number of 
doctors are not on full-time. 

Mr. Do.iiver. Suppose a member of the union desires to have some 
medical service from a doctor who is not under contract with the union 
and is not a member of the clinic, can he obtain that service through 
the plan or does he pay for it outside ? 

Mr. Crurksnank. He cannot obtain it or have it paid for through 
the plan. Of course, there is nothing to prevent him from going to 
another doctor if he wants to. 

Mr. Dotutver. But he has to pay for it outside? 

Mr. CrurksHank. He has to pay for it outside; yes. 

Mr. Dotiiver. That is all, Mr. Chairman. Thank you. 

Mr. Harris. Mr. Cruikshank, pursuing Mr. Dolliver’s point just 
a little further, do I understand that there is no uniform plan among 
the labor unions regarding health programs ¢ 

Mr. CrurksHank. That is correct, sir. And we think that is a 
highly desirable situation that there should be room for a lot of ex 
perimenting and that that should be encouraged and continued. 

Mr. Harris. I suppose perhaps the motivating reason for that is 
that most of these plans are brought about by collective bargaining; 
is that true? 

Mr. CrurksHank. That is one very important factor, sir; but it 
also is just the fact this is new for a lot of them and there is a lot of 
experimenting being done. 

Mr. Harris. There is a lot of experimenting being done with various 
kinds of health programs, both through collective-b: argaining processes 
and through foundations and private organizations, and so forth / 

Mr. CruiksHank. Yes, sir. 

Mr. Harris, That leads me to what I think is a pretty important 
point in your statement, with reference to the freedom of choice. - As 
I understood you were supporting the principle of freedom of choice 
of the individual ? 

Mr. CruiKsHank. Yes, sir. 
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Mr. Harris. Now, that being true, do I understand you to mean then 
that the national health program that you proposed would complement 
these other systems? 

Mr. CruiksHank. The national health program that we have pro- 
posed, would be so flexible that these other systems could become just 
a part of it. Very little would need to be changed, and in some 
cases nothing would need to be changed with regard to their own ad- 
ministration and operation. It would simply be that the financial flow 
of the collection of premiums and the payment of benefits would flow 
along different lines. 

Mr. Harris. Well, as an example, we had Mr. Kaiser before the 
committee a few days ago, who explained his plan and progress on the 
west coast. Now, under a national health plan insurance, what would 
happen to such programs as that # 

Mr. CrurksHanx. Well, I would think that it would offer no diffi- 
culty at all, sir. What you would have would be the people paying 
in their contributions through the social insurance setup, and then 
they would choose in the case of the west coast, Permanente system 
group as their doctor. Under that free choice, the point I tried to 
make, the free choice of physician should include the choice of a group. 

If I want to choose my physician, I should not only be able to choose 
an individual solo practitioner, but I should be able to say that “this 
group of physicians and this team of physicians” is my doctor. 

The plans that we have devised would permit the eo who are 
now members, and additional people who wanted to be members, to 
choose the Permanente plan as the agency for providing their medical 
care and services. 

Mr. Harris. Now, for instance, they would be a member of the plan 
and they would pay $6 a month, we will assume a charge of $6 a month, 
would they also pay into this national health plan a percentage of 
their payroll? 

Mr. Crurksnank. They would not have to pay that. The allocation 
of the Permanente plan would be on the basis of the people who had 
chosen them for their physicians on a capitation method, just as a 
private physician could be chosen. 

Mr. Harris. The national health program would pay their monthly 
dues, if it is called dues, in order that they could continue their 
participation with that particular type of a project. Is that what 
you have in mind by that? 

Mr. CrurksHank. That is right. 

Mr. Harris. Now, in a matter of this kind, as important as it is, 
I could very well see how the average working individual could be 
brought under the program just as it is with the social-security pro- 
gram, but what plan for professional people would be provided for 
this payment ? 

Mr. Creurxsnank. I think we could extend the principles with 
which we have been doing some rather successful experimenting, and 
which we hope will have more experiments in other phases of social 
insurance, the self-employment and the professional people could 
make their contributions as an adjunct to their income tax, a special 
allocated tax so-called, and really a contribution, for this particular 
purpose, which would be adjusted to the fact that they were self- 
employment, professional people. 
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The same would apply to farmers. 

Mr. Harris. I was going to ask about that next. How would 
apply to farmers? 

Mr. CruiksHank. We are proposing now, and we agree thoroughly 
with the President’s proposal yesterday to include farmers in old-age 
and survivors’ insurance. We ‘have done a good bit of thinking about 
how those insurance premiums and the public system could be paid. 
We have discussed it with representatives of the Treasury Depart- 
ment, the Health, Education, and Welfare Department, and all of 
them. We feel quite confident that there is no difficulty in the collec- 
tion of premiums. 

In the rural districts your problem would be there as it is now, the 
provision of benefits, but a part of the whole integrated program is the 
development of a chain of facilities, health centers, clinics, and 
forth. 

Mr. Harris. Thank you very much. 

Mr. O'Hara. Mr. Cruikshank, pursuing a bit further the questions 
which have been addressed to you by my colleague, Mr. Harris, I 
presume that it is true, as we have seat here listening to these differ- 
ent plans, that what may be a local plan which works in a locality 
very well might not necessarily be a good plan in some other locality ; 
is that true? 

Mr. Crurksuank. Yes; I think that that is very true. 

Mr. O'Hara. Because we would have this sort of a situation: A 
group of steelworkers at Gary, Ind., might have a plan which would 
be the type of plan that would be satisfactory to that group of workers, 

That same plan might not be as appealing to a group of candy- 
workers in a candy factory in Chicago, or a group of creamery- 
workers in Minnesota, for example. 

Would not that be true, because you are dealing, the medical pro- 
fession and the hospital, is dealing with completely different factors 
of health, as well as other elements of insurance rece ‘ived in the employ- 
ment; is that not true? 

Mr. CrurksHank. Yes; I think that that is undoubtedly true, sir. 

do believe so, that we can recognize certain essential elements of 
health needs that are a common denominator to all groups—farmers, 
professional people, industrial workers, and all. These are some that 
1 have attempted to outline. 

For example, the basic element of preventive care is applicable to a 
steelworker in Gary, Ind., or a cottonpicker in Louisiana. 

Mr. O'Hara. One thing that troubles me a bit is this situation, Mr. 
Cruikshank: Now, there have been many plans which are industry- 
wide or unionwide, or in particular loc alities where agreements have 
been made on a bargaining basis or otherwise between the employer 
and the employee. ‘Now, we have run into this in the committee to 
some extent where you have these various pension plans. 

Here is what I am concerned about: We have people who are con- 
tributing either privately, or through groups, and making payments 
for the type of medical protection and hospital protection that appeals 
to them. Now, if we go ahead and superimpose some governmental 
plan, deductions woul I have to be made or payments would have to 
be made either on a payroll basis or by some form of compulsory 
payment. Certainly the head of every family would have to make 
the payment. 
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Now, we add those all up and they amount to quite a little money, 
so that we do have a problem, Mr. Cruikshank, in considering any 
overall plan such as national health plans, as to what extent we can 
go without it becoming quite a burden on the individual; is not that 
true? 

Mr. Crurxsnann. Yes; that is very true. Certainly we cannot 
avoid the realities of these costs. Our feeling is, however, that we 
do not escape the costs by not making it a matter of a payroll deduc- 
tion. They are there, and in some aspects the overall costs can 
actually be reduced. The cost of medical care and service to the 
people of the country is here. It may not be as apparent if it is 
paid in one way, as if it is paid in another. 

But it is there, and we have to meet it. It is a burden on our whole 
economy. 

Mr. O'Hara. We have naturally, Mr. Cruikshank, in our considera- 
tion of the problem, in which certainly this committee has a very 
deep and sympathetic concern, the situation in which we are involved, 
namely dealing with so many segments of our population. 

Any sort of a health program must, as a foundation, have hospitals, 
clinics, doctors, nurses, and technicians to effectively operate. What 
may be a simple problem in St. Louis may be in a rural community 
much of a problem of furnishing the facilities. In any program that 
we have, it certainly has some very far-reaching thinking to be done. 

Mr. CrurksHank. Yes, indeed, and I would be the last to deny the 
very complex nature of the problem with which you are struggling. 
We have felt that for a long time. 

If I may recall to your memory the fact that the Hill-Burton hos- 
pital-construction bill was originally title II of a comprehensive health 
program which we had endorsed and sponsored. We have never spon- 
sored a health-insurance program just as is, because we know that it 
would not meet the whole health problem. You must have personnel, 
more doctors and nurses, and those other technicians who support the 
medical profession, and you must have health centers and clinics and 
hospitals. They are inseparable. It is a complex interwoven 
problem. 

Mr. O’Hara. Mr. Cruikshank, I wonder if you would care to com- 
ment on this: This committee, in 1949, made a trip to Europe in which 
we particularly made some investigation into the British health plan. 
We also went into the Swedish plan and others. It was quite amazing, 
as we talked with the man on the street in England, particularly, and 
my friend Mr. Biemiller, is I think smiling in retrospection on some of 
the things we learned by actually talking to them, of the fact that 
some of our British friends were not happy in the fact that they had 
to pay out of pocket in selecting the doctor who was not in the plan 
if he happened to be the doctor of their choice—if they went to some 
doctor in whom they had little confidence, they had very little con- 
fidence in the whole system. 

What I would like would be your comment on this: You spoke in 
answer to Mr. Dolliver about the St. Louis plan. I wonder how well 
that works out on a general basis? You and I know, as practical 
individuals, that about 90 percent of medicine is your confidence in 
the doctor that you goto. Itisat least with me. I wonder what your 
experience is, the members of your own labor organizations that have 
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these setups, as to the feelings of individuals who want to have their 
own self-selection of their doctor. 

Can you tell us how extensive that is? 

Mr. CruiksHank. Well, I can see why you ask the combined ques- 
tion about the British and the operation of some of our own pro- 
grams. I think there is a parallel, although the parallel is limited. 
I do not think that the national health service of Britain would ever 
be a thing that we would want to undertake here in the United States. 
We do things quite differently here. I do feel this: When I was in 
England there was a continuing wider acceptance of the system, 
both among the patients and among the members of the medical 
profession, and I think that your chairman spoke of that observation 
on his recent trip here the other day. 

I have asked that same question of some of our people who have been 
in these plans. You get varying degrees of the problem. 

I asked a very sharp question, and you were very kind to me in 
your question, but I said, “How about the person who insists on 
going to a chiropractor?” Well, we let them go and, of course, we 
don’t pay for it out of the system, and we do not put any pressure 
on them but I remember particularly talking to the head of a large 
retail clerks union in Los Angeles who had gone into the Permanente 
plan and we had spent a whole day together going over just these 
problems. 

He said to me that an important part of this is that you can’t go 
into this plan just by collective bargaining and buying into the Per- 
manente plan. You have to have an educational program. We agreed 
with the doctors that they would have a period of 6 weeks when 
they would go around all over the areas of Los Angeles, in little 
groups of 15 or 20 where the covered worker and his wife would sit 
down and spend an evening talking to them about the advantages 
of this plan. We never put any pressure on them at all and if they 
wanted the services, they could have it. 

At first, he reported to me that there was a question about it, the 
feeling that it was not satisfactory. But, it grows and grows rapidly 
until now there is complete acceptance of this method of doing it. 

Incidentally, in St. Louis, they ran more scientific inquiries on 
that subject than I was able to do myself. They had some professional 
opinion takers, who interviewed all of their members on a purely 
objective outside basis and made as nearly as they could an objective 
and scientific analysis of the attitudes of the covered people under the 
plan. They had them report that to the board of directors. They 
wanted to know what the people thought. They felt that honestly 
they could not get it either through the doctors, or the officers of 
the union going around, because they felt that would be a loaded 
answer. Instead, they got these opinion polsters who did a scientific 
analysis of what the attitudes of the covered people and the mem- 
bers of their family were. 

I am sure that Mr. Gibbons would be glad to supply you with the 
records of those analyses that were made when he is here next week. 

Mr. Bennetr. Mr. Cruikshank, does your plan envision that upon 
the deduction of a pavroll tax, the individual would be entitled to 
all medical and hospital services during the year, that either he 
or his family were in need of ? 
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Mr. CruiksHanKk. Just as comprehensive as it is at all practical 
to make it. First, you have some of the obvious limitations, if he 
is a mental-health patient and entitled to it or eligible to services 
of a State medical hospital, or tuberculosis or something of that kind. 
You do have to have some practical applications to what you can 
cover by the insurance program and prolonged chronic diseases. 

Mr. Bennett. I believe that you will agree that there is one of the 
most difficult provisions in such a proposal. 

Mr. CrurksHAnk. They are marginal and they are residual. They 
are something like the public-assistance cases that you will always 
have some of, no matter how good an old-age and survivors insurance 
program you have. 

Mr. Bennetr. They are not covered, or they would not be covered 
under your proposal. The unemployed people or elderly people who 
have no employment income would not be subject to a payroll de- 
duction and they would not come in under the self-employed provisions. 
You have many a that could not be included. 

Mr. CrurksHank. At the start, you have to make special provisions 
for those who are ‘too old to be employed. That problem, over a 
period of years, would be washed out. 

Mr. Bennetr. Those people are being taken care of under our pres- 
ent system, anyway. 

Mr. CrurksHank. I don’t mean adequately. 

Mr. Bennett. I agree that that is probably true, but it is recognized 
that they are an obligation of either the State or the Federal Govern- 
ment insofar as medical bills are concerned ¢ 

Mr. CrurksHANK. Yes; the principle has been recognized. 

Mr. Bennett. I am interested in your thinking, from a practical 
standpoint, as to how far you would go under your proposal. Sup- 
pose you made it a 1-percent or 2-percent deduction of payroll from 
both employer and employee. How much medical and hospital serv- 
ice would you give the individual for that tax ? 

Mr. CrurksHank. Just as completely comprehensive as it is at all 
practicable to do. I am not begging the question. Maybe, your ques- 
tion is: What is practicable? All, except a few of the marginal 
things such as chronic illness and long-time hospitalization and so 
forth, is practicable. Over a period of time, you could cover the aged 
retired people but to start with you would have to take care of them 
through some special provisions. 

Mr. Bennetr. Under the British system, as I understand it, a 
citizen is entitled to all of the medical and hospital services that he 
needs, either he or his family. 

Mr. CRuIKSHANK. Yes, sir, and I think we could do that. 

Mr. Bennetr. You would not go that far, I thought you said. 

Mr. CrurksHanK. Oh, yes; we could provide such things as drugs, 
specialty services, and the Se ray services, physicians and surgeons, 
hospital beds, and care, where it was needed, and visits in the home 
and office of the doctor and complete medical care except with just the 
very rare exceptions. It would just be complete and comprehensive 
service. 

Mr. Bennett. In effect, then, you are in favor of giving them all 
of the medical and hospital eare that is needed 

Mr. CrurksHank. Yes, sir. 
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Mr. Bennert. If that is the case then, I can't see wlhiy you would 
suggest that there is any need for any other kind of a plan, a health 
insurance plan. 

Mr. CrurksHank. I did not think that I did. I thought, or meant 
to indicate, that these plans could be integrated as administrative 
units within such a health-insurance plan. 

Mr. Bennett. I thought that in answer to a question by Mr. Harris 
you said, upon the adoption of the plan that you are suggesting, that 
it would be integrated with the private plans that are now working. 
[ cannot see how that would be feasible, or how it would be necessary. 

Mr. CrurksHANK. Our health-insurance plan is primarily a method 
of finance. It is not a method of administering health services. Where 
you have existing and operating and going concerns that are prov iding 
health services, you could use them as the agency for providing the 
benefits or the services paid for by insurance. In many places, you 
would have to develop such agencies and instruments. 

Mr. Bennerr. What I mean is if I was employed and had a tax 
deduction for medical expenses, I do not think I would be willing to 
pay another premium for a health plan. 

Mr. CrurksHank. You would not have it. The participation in the 
national health-insurance plan would preclude the necessity of hav 
ing a payroll deduction for the other plan. Your other plan would 
only be used as the administrative agency for benefits. 

Mr. Bennerr. Well, do you envisage under your plan, that the 
operations of the program would be in the hands of private individuals 
or private groups, or do you envisage that you would have to have a 
Government a dministered setup, something like the British have to 
administer the program ¢ 

Mr. CrurksuHank. The agency of the Government that you would 
need would not be an agency that would provide medical care. Those 
agencies would be local and under the maximum of local control. The 
agencies of government that you would need would be largely fiscal 
and to make the allocations among the States and at the State levels to 
make the allocations to medical agencies at the local level. You would 
not have Government, the United States Government or even State 
government, actually engaged in medical practice. You would only 
have them certifying the eligibility of an agency or institution to 
participate in the plan. 

Mr. Bennett. You would have to have a Federal agency to collect 
the taxes, 

Mr. CrurksHank. And to make allocations as among the States, yes, 
you would. 

Mr. Bennetr. What kind of a formula are you going to use? 

Mr. CrurksHank. The Public Health Service could be the age ney 
which would make the allocations among the States and to determine 
the eligibility of a participating plan. The Internal Revenue Service 
would be the only agency you would need for the collection, such as 
the Internal Revenue Service collects the social-security taxes. 

Mr. Bennett. If you are going to write this into the law, and I 
assume that your idea in appearing here is to convince this committee 
that some law should be written to carry out this plan, how, adminis- 
tratively, would the Government fit in and where would States and 
localities fit in? I just do not follow your procedure you have 


suggested. 
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Mr. CrurksHank. I am trying to do my best. Perhaps, Mr. Biemil- 
ler can do better than I can, Mr. Congressman. 

Mr. Bremiter. I will be glad to pick that up. The role of the Fed- 
eral Government is purely in the collection of the tax imposed on em- 
ployer and employee. That tax would be collected as is the social- 
security tax by the Internal Revenue Service. Those funds are then 
available to give out through the Public Health Service to State 
agencies that have to be set up under the bill. The State agencies, in 
turn, can utilize those funds for distribution to groups like Perma- 
nente, in the HIP plan, and so forth, because the individual would 
designate that be belonged to a particular plan. In the case that he 
belonged to the Permanente plan, his record under the capitation 
system would go to Permanente and the administration of the health 
benefits would be through these local groups scattered throughout 
the entire United States. 

In the case of the individual person who did not join Perma- 
nente or some other group and who still wanted to go along on a 
fee for service system with an individual doctor, when he received 
treatment, just as you do today under that type of medical plan, the 
doctor would certainly file to the State plan that he had treated Mr. X 
on such and such a day. Instead of Mr. X paying the doctor, the 
remnants of the fund that are still held and have not been allocated 
to group plans would be used to pay the doctor on a fee-for-service 
system. 

Mr. Bennerr. Would there be any Federal control or any State 
control as to the amount of medical services that an individual would 
be entitled to? 

Mr. Bremitter. Minimum standards that are prescribed in the bill, 
itself, and that, within certain limitations, can be still further nar- 
rowed by a group of medical practitioners appointed by the Public 
Health Service or by the State boards, as the case may be. 

The bill was drawn with the idea of allowing the greatest possible 
latitude to keeping the question of medical services rand the purely 
medical aspects of the plan in the hands of boards of physicians. 

Mr. Bennett. Is there a bill of that kind introduced ? 

Mr. Bremiutter. I believe Mr. Dingell has reintroduced the bill of 
several years ago. JI think it is pending before your committee 
officially. 

Mr. Bennett. Is that the same bill that he had before ? 

Mr. Bremitter. It is the same bill we held the hearings on in 1949. 

Mr. Bennetr. Under that bill, as I understood it, free medicine 
was provided and free hospitalization. 

Mr. Bremiiier. You mean free in the sense that the individual did 
not have to make payments. 

Mr. Bennerr. He was entitled to all of the medical and hospital 
services that he needed. 

Mr. Bremer. That is right, with certain exclusions which Mr. 
Cruikshank mentioned earlier. 

Mr. Bennett. Also in that bill I thought that the Public Health 
Service set up regional boards and that they, in turn, employed doctors 
and set up the standards by which the medical people themselves, 
their fees and so forth, were determined. 

Mr. Bremiuer. As one of the coauthors of the bill, I will have to 
take exception to part of your statement. 
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The bill provided that the Public Health Service should appoint 

various boards of physicians who would, periodically, check upon 
the services that were being rendered, and the nature of such and so 
on. The Public Health Service would also set up certain minimum 
standards which a group plan would have to meet to become eligible. 
But there was no attempt made under that bill for the Public Health 
Service to employ physicians to give treatment. That is one thing 
we kept very far away from. It was, unfortunately, one of the mis- 
representations about the bill made by certain groups in the United 
States that received credence, but it was never true. 

Mr. CrurksHank. Mr. Chairman, I want very much to answer all 
of the questions that I can, but you have another witness this morning, 
and I know he has another meeting. I can come back this afternoon 
if you would like to ask me more questions. I do not know whether 
any of the gentlemen have any more questions, but I can come back 
this afternoon for further questions. President Hayes of the Inter- 
national Association of Machinists is here and I know he has to be 
back at the office this afternoon. 

The Cuarman. If there is no objection, we will hear Mr. Hayes at 
the present time. 

Mr. Sprincer. I want to ask Mr. Cruikshank some questions and I 
just want to be sure that he will return. 

Mr. CrurksHank. I will return, Mr. Springer. 

The CHamman. The witness will return. 

This is in order to assist Mr. Hayes in the keeping of his engagement. 

Mr. Sprincer. What time do you intend to reconvene this 
afternoon ¢ 

The CuarrMan. I would say at approximately 2 o’clock. The rep- 
resentatives of the International Lady G: arment Workers Union are 
going to testify, also, this afternoon. 

Mr. Hayes is the representative of the International Association 
of Machinists. He was born in Milwaukee, Wis., in 1900, and edu- 
cated in the elementary and high schools of that city and the University 
of Wisconsin. 

His first union service was as chairman of the apprentice boys’ com- 

mittee, Milwaukee railroad shops, in which capacity he served from 
1917 to 1920. He joined the International Association of Machinists, 
Lodge 234, Milwaukee, in 1919, and transferred to IAM Lodge 1052 
in 1923. He was president of IAM District 7, covering all m: a 
lodges on the Chicago & North Western Railroad system, 1924— 
He was grand lodge representative from 1934-44. He was gene sa 
vice president of the IAM from 194449; international president of 
the IAM in 1949 and reelected in 1953. He was cochairman of the 
united labor policy committee from 1950-51. 

He was a member of the Sixth Regional War Labor Board, Chicago, 
during World War II, He was a special assistant on manpower, De- 
partment of Defense, 1950-51. He was a member of the President’s 
Commission on Health Needs of the Nation in 1952. He is a trustee 
of the National Planning Association and director of the American 
Heart Association. He is a member of the following: national man- 
power council of Columbia University; Advisory Committee of the 
Senate Banking and Currency Committee; Commission on Labor- 
Management Manpower Policy, Office of Defense Mobilization ; Pres- 
ident’s Committee on the Physically Handicapped. 
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Mr. Hayes, we are most happy to have you as a witness today, and 
to receive the information and ‘advice which we know you are able 
to furnish the committee on the important subject of the health prob- 
lems of our people, and, particularly, the position of organized labor 
in reference to those problems. 

You may how proceed. 


STATEMENT OF ALBERT J. HAYES, INTERNATIONAL PRESIDENT, 
INTERNATIONAL ASSOCIATION OF MACHINISTS 


Mr. Hayes. Mr. Chairman and members of the committee: I feel 
somewhat embarrassed by the implication that I am requesting special 
consideration by this committee. I am not requesting any special 
consideration. I want to make it clear that I do not like to discom- 
mode this committee, and if the committee would prefer to adjourn 
for lunch at this time, I shall be very glad to come back at any time 
that is convenient to the committee. 

The CHatrmMan. Would that include this afternoon ? 

Mr. Hayes. That youn | include this afternoon. 

The CuarrMan. Gentlemen, what do you think would be the proce- 
dure that would be most advantageous to the witnesses and to our- 
selves? Is it the desire to adjourn now, or would it be as convenient 
to adjourn at 12:30¢ Would your direct testimony be finished by 
that time, Mr. Hayes? 

Mr. Hayes. I doubt it. I think it is approximately 40 to 45 minutes, 
Mr. Chairman. 

Frankly, I consider this much more important than my other 
engagement. 

Mr. Youncer. Would it be possible to complete Mr. Cruikshank’s 
testimony now before lunch and then take the other two? 

The Cuarrman. Mr. Springer has departed at this time, saying that 
he had some questions he would like to ask this afternoon. I suggest 
that the clerk get in touch with him and ask if he could return at 
this time. 

Under the circumstances, it might be advisable to proceed with 
Mr. Cruikshank until we have finished with his testimony. 

Mr. Hayes. I am very sorry that this occurred. If I had been 
consulted, it would not have occurred 

The CHarrMan. It was a matter that the committee was anxious to 
hear you speak on and we would not want to be precluded on account 
of any engagement you had this afternoon. The suggestion came with 
the best of intent, and the committee was very willing to adapt itself 
to your convenience. 

Mr. Hayes. I greatly appreciate that. 

The Cuarrman. I can say, as a result of my personal contacts with 

Mr. Hayes, in this important matter, that the testimony that he is in 
a position to give is very valuable, not only from the ‘standpoint of 
his many years of study with the subject but the experience that he 
has gained through his labor connection and, too, as a result of the 
splendid service that he and some other labor representatives with 
him gave to the President’s committee. 

We certainly appreciate having the benefit of that testimony. 

We will proceed with those who wish to ask questions of Mr. 
Cruikshank, at this time. 
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Mr. Springer will return at 2 o’clock and we will finish with the 
other members of the committee, at this time. 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR OF SOCIAL 
INSURANCE ACTIVITIES, AMERICAN FEDERATION OF LABOR 
(ACCOMPANIED BY ANDREW J. BIEMILLER, MEMBER OF THE 
NATIONAL LEGISLATIVE COMMITTEE OF THE AMERICAN FED- 
ERATION OF LABOR)—Resumed 


Mr. CrurksHank. In view of what President Hayes has said, I do 
not think it is necessary for me to add any further comment to the 
effect that it was not he who mentioned to me the fact of a meeting 
this afternoon. But, some of his people had told me some days ago 
about there being a meeting this afternoon, and I had not learned to the 
contrary that he would be able to be here. I think it is characteristic 
of him that he would be willing to accommodate his schedule to the 
needs here, and I share your interest in having, under the best circum- 
stances, the presentation of his statement as the president of one of 
our largest affiliates and as vice president of the American Federation 
of Labor. 

The Cuatrman. This occurrence has, at least, benefited us to the 
extent that I had already indicated to the members the importance of 
Mr. Hayes and I would hope they would be inclined to be present this 
afternoon to hear his testimony. 

Mr. Bennett has some further questions. 

Mr. Bennervr. I am not clear as to what the status of the doctor 
would be under your proposal. Would an individual have the right 
to go to any doctor he chose and, if so, would the fees of the doctor be 
set by him or would they be set by some Federal or State agency ? 

Suppose an individual belonged to one of these health groups. Who 
would determine whether he had to acc ept the health group arrange- 
ment or whether he could obtain the services of a private physician ? 

What I am trying to find out is how the doctor-patient relationship 
would work out under your proposal. 

Mr. CrurksHank. Well, in answer to your direet question, the in- 
dividual himself would determine whether or not he continued in the 
group. Now, the method of his determination in that respect would 
vary. 

Take, for example, a cooperative health association of which I am 
a member here in the city of Washington. If national health in- 
surance were in effect, I could directly decide whether I wished to 
designate Group Health Association, Inc., in the city of Washington, 
as the agency which would supply me the benefits to which I was en- 
titled under the program. 

Another variation would be if I were working in a plant here, or in 
another city or anywhere, and were a member of a union which had 
negotiated a health plan and that plan was a part of the administrative 
machinery of the national health program. Then, I would determine 
that less directly. As a member of that group, having my right to 
vote and perce in its policies, my determination would not be 
so direct, but I would still have the voice in whether we should con- 
tinue that group arrangement or whether we should disband it and 
go on an individual arrangement. 
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That would be the same as the choice that I would now have, let us 
say, if I were a member of the Retail Clerks Union, 177, in Los Angeles. 
I still have the right there as a voting member of a democratic organi- 
zation to vote whether we continue to participate in that group 
arrangement. 

So, there would be varying degrees of that determination. 

Mr. Bennetr. In any case such as the 1 you just mentioned, would 
your proposal mean that 1 individual in any situation would be en- 
titled to greater benefits for medical and hospital services than another 
individual whether he is in a group or whether he is just a private 
citizen ¢ 

Mr. CrourksHank. Not in amount, but we would contemplate that 
individuals who consider that one group arrangement would provide 
him better and more adequate medical care than another just as he 
would make a decision that having Doctor A as against Doctor B on 
an individual basis, would be to his greater advantage. But he would 
be entitled to the same benefits whether Doctor A was his doctor or 
whether Doctor B was his doctor, whether he was a member or whether 
he chose a group to provide him with medical care. 

Mr. Bennetr. The difference might be that if he was forced to stay 
in a group, as a member of a collective bargaining unit, his choice of 
doctors might be limited in such a case. Whereas, if he was not a 
member of that unit, his choice of physicians or doctors would be 
unlimited. Would that be a difference? 

Mr. CrurksHank. Well, his choice would be of a different kind. He 
is saying there when he has joined an organization which has a panel 
of doctors servicing him, in effect he is saying, “I want the group or 
the organization of which I am a voting part to help me in the selec- 
tion of a doctor.” Now, I have the same thing as a member of Group 
Health Association. I only have the doctors available to me who are 
members of the Group Health Association panel. I can’t call up any 
doctor that I find in the telephone book and say, “Well, now, you come 
out to my home and then you will be paid by the Group Health Asso- 
ciation.” I have had a part in the selection of the doctors who are 
on the panel of Group Health, though. 

Mr. Bennetr. That is true now, because, as I see it, that is on a 
voluntary arrangement. 

Mr. CrurksHaNK. But that would still be true. 

Mr. Bennett. That is an arrangement between you and the associa- 
tion, but now under the proposal that you are making here that 
Congress tax each employed individual in the country on a compulsory 
basis, it seems to be that everyone, whether he belongs to a union or 
whether he belongs to a health-group association, should be entirely 
free to choose his own doctor. Otherwise, under the law you are sug- 
gesting preferences would occur in favor of one individual as against 
another. 

Mr. CrurksHAnk. He would still be free to choose, sir. He would 
be free in these varying ways. As an individual, he can choose any 
doctor. Of course, the doctor has to agree to serve on the panel and 
he has to agree to be a part of the system. He can take himself out. 

Mr. Bennett. Who would say whether an individual had to belong 
to a particular health group and take his medical and hospital services 
in conformity with the rules and regulations of that group? 
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Mr. CrurksHank. No one would say that except in this way, and ina 
quite different way than I think your question may imply: That when 
as a member of a group he determines that he will participate as a 
member of this group, in a group activity over which he, as a voting 
member, has a right along with others to control the arrangements, all 
of the arrangements, that he is going to receive his medical care in 
this way. 

Now, when a person joins any kind of a group, or participates in a 
group activity, he voluntarily gives up a certain part, at least for the 
time being, of his area of choice. But, he has done that voluntarily. 

Mr. Bennett. It seems so me that you would be setting up a very 
highly complicated administrative arrangement. If, under your plan, 
the funds for the payment of medical and hospital services had to be 
disbursed to private groups and associations, and disbursed by them 
in accordance with their rules and regulations and their bylaws and 
so on, then have the individual physicians handle their patients, it 
looks to me as if it would be an administrative hodgepodge, to say 
the least. 

Mr. Crorxsuank. I do not see that it would. You would have a 
minimum set of standards to which these participating groups could 
accommodate themselves. It is just as you have now. Some of these 
same objections, sir, were brought up when we were considering the 
Hill-Burton hospital construction bill. To be eligible for aid under 
that program, there had to be, first, a State agency setup, and there 
were very few States in 1946 that had those agencies. The State 
agencies were set up, the local agencies were set up, and the hospital 
service areas were established. ‘Then, on what looks as you read it 
as quite a complicated formula which takes into account popul: ition, 
the per capita income of the area as related to the per capita income 
of the whole United States, allocations made to the States and then 
from the States to the hospital service areas, that is running smoothly. 

Mr. Bennett. I realize that, but I think that is an entirely different 
matter administratively. 

You take the State of Michigan for an example. You may build 
10 hospitals under the Hill-Burton Act. In the program that you are 
suggesting in the State of Michigan, you would be dealing with 3 
or 4 million people. Now, to deal with the day-to-day medical and 
hospital problems of 3 or 4 million people, in my judgment, is quite a 
different matter administratively than to deal with the construction 
of a dozen or more hospite als in an entire State. 

Mr. Ae The extent of the problem, admittedly, would be 
greater but the basic principle, I think, has been established and 
proved workable in programs of that kind in a number of the grant- 
in-aid programs we have. This would be an extension, I think, of 
principles that we have found necessary in a number of cases. But we 
get back to the fact that we have these choices to make. 

On one side, some critics say, “Well, you must not have a centralized 
agency that controls all of these things.” Now, granted a centralized 
agency does give you certain advantages, a streamlined clear-cut al- 
most military type of control or administration. But we say that we 
don’t want that. We say we want the maximum of local flexibility. 
Well, we believe that is right and we believe it is sound. We think 
then it isn’t quite fair, if I may say so, to say when we have accepted 
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the idea of the maximum of local administration to have the critics 
of the program say, “Well, yes, but that is going to be too complex, 
because it is too elastic and allows for too many variations. 

Now, I think that there are values involved here and there are 
choices to be made. The flexibility that we feel is highly desirable 
does make administration somewhat more complex, but we think that 
the complexity of administration is a price that is ‘well worth paying 
in order to preserve the flexibility and the degree of local control we 
think is desirable. 

Mr. Bennerr. My point is that if the program you suggest were 
to be adopted, certainly we would all agree it would present plenty 
of administrative problems. It would be your idea, I am sure, to min- 
imize rather than to add to an administrative problem. 

I have just one further question, Mr. Chairman. 

It seems to me that the greatest problem, or the greatest single 
problem, with respect to public health as it relates to medical care and 
hospitalization in this country today is the payment of extraordinary 
medical and hospital expenses and that is where the average American 
family is hit the hardest. Paying any kind of a bill is a hardship, 
but the greatest hardship to the average person, as I see it, is not 
paying for doctor’s office calls, or for a house call for a child’s disease, 
or for a cold or something of that sort, but the hardship comes when 
he has serious surgical difficulties in the family or certain serious 
contagious diseases that require hospitalization and medical expenses. 
That is the thing which hits many people right square over the head. 

Do you not think that instead of undertaking this broad program 
you are talking about, it would be better to approach this problem first 
where the greatest need is? I am talking now about the average 
person, trying to provide some insurance against these tragic extraor- 
dinary catastrophic medical and hospital expenses. 

Mr. CrurksHanKk. No, sir; I don’t agree that is the greatest need. 
There can be a very honest difference of opinion about that, but I don’t 
think it is the greatest need. It is severe when it hits and it cannot 
be minimized. But when you think of insuring a family and protect- 
ing a family, you want to think about the protection of them against 
the thing that is most likely to happen. The things that are most 
likely to “happen are what may appear to the individual as a minor 
thing but which has ine ipient possibilities that can be serious. 

Now, that gets us again to the other aspect of it, that the most. im- 
portant part of the family’s health problem is the preventive care. 
When you think of the thing that is most likely to happen to a family, 
it is not these unusual burdensome catastrophic things which are bad 
when they do happen, but do not happen so often, but the kind of 
things that the father of a family, a middle-aged father, with children 
in school, who is paying for a house and desires to send the daughter 
or son away to college, experiences when he begins to have a little 
something, a pain in the chest, that he does not quite know what it is. 
He should go to a doctor immediately, but he doesn’t, partly because of 
the fear of what the doctor will tell him. He postpones that and 
keeps on going to work, maybe for a month or 6 months, until he 
falls over at his machine some day with a serious case of heart trouble. 
There are a number of other things that you could do. That is the 
kind of thing that is the basic need of American working families. 
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Mr. Bennetr. I agree. That is a serious thing, but, as you so well 
pointed out, in many cases it is the fear of what the doctor might do 
or say to him. 

Mr. CrurksHANK. And the cost of going to the doctor and all of that. 

Mr. Bennetr. I recognize that is a factor, and, no doubt, the day- 
to-day medical expenses are burdensome in many cases, but for the 
Federal Government to get into this overall program is in itself a 
far-reaching and expensive proposition. It may be that we could 
accomplish a very worthwhile objective if we were to approach the 
problem where it hits the pocketbook the hardest. 

Mr. Crurksuank. We would be in favor of any steps taken in the 
right direction. Because we feel national health insurance is the best 
overall answer does not argue against any attempt to work out 
experimentally in that direction that the Congress would wish to 
undertake at this time. 

Mr. Heseiton. Mr. Cruikshank, I did not have the privilege of 
hearing your full statement but I have read it, and it may be that 
sometime during the course of the examination you have covered the 
ground I would like to inquire about. If so, please advise me. 

In the first place, I am very much interested in what you have just 
said expressing your pre ference for flexibility and probable greater 
benefits if we choose to utilize the various methods of stressing local 
responsibility and developing that. As this inquiry has been going 
along, I have had in mind that it has clearly developed such a complex 
problem that it is probably beyond the power of the Federal Govern- 
ment, even if it would like to do so, to adopt immediately, anyway, 
a wholly comprehensive program. There are certain fields where, 
undoubtedly, it could do a great deal of good. There are other fields 
where it is quite possible we could utilize the existing framework of 
State, county, and local government functions. I think this is empha- 
sized by the inquiry that is going along already to determine what the 

responsibilities of those agencies should be and how they could best 
be accomplished. 

Do you have any specific ideas about what could best be done by the 
Federal Government and what could best be done by the other agen 
cies of government, or in cooperation with one another? Let me just 
add this,if I may. As TI see it, and it has been developed within this 
week on the part of one witness who said he is firmly convinced that 
this problem must be met on something of a regional basis because of 
the very nature of the different conditions that exist. What might be 
helpful to Massachusetts would not be helpful to, let us say, a State 
like Mississippi. Or what was necessary in New York was not at all 
successful to cover the ground in Nevada or Idaho or some other place. 
It is simply that conditions are different. 

I think you will agree that medical development has been different in 
States like New York, Massachusetts, Minnesota, and California in 
contrast to other States. 

If I have made myself clear, I would like to have you define, if you 
will, what you think might properly be done by other agencies than the 
Federal Government. 

Mr. CrurksHank. I thought you meant at first what specific steps 
might be undertaken by the Federal Government, and I think that 
there are some which could be very valuable and very worth while. 


389087—54 pt. 6 24 
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I think it would be very helpful if some provision for advancing loans 
to cooperative local he alth centers could be made. We are not mini- 
mizing the problems that Mr. Bennett brought up. We are going to 
have to have a great volume of experience to ‘make a national program 
work eventually. We need to learn in the school of experience. HIP 
in New York has taught us a lot of things and others will teach us as 
we goalong. But, there are a number of places now that are ripe for 
the development of experiments of this kind. 

A group of citizens, including a number of labor unions both AFL 
and CIO, for example, in Milwaukee have gone a long way toward 
developing a local health plan on a cooperative prepayment basis. 
They are up against the tough problem of finding enough money 
right now to do two things. First, it was to make the full survey 
that is necessary in the community and to find out just what they need 
to do. Secondly, it is to get the minimum facilities to get started, 
and it isa hump that is hard to get over. 

You cannot go to people very well and say, “Well, you pay down 

$10 or so in the hope that 15 months from now we'll be able to do 
something for you. 

They need to get over that hump, and we are reminded with the 
start of HIP in New York, for example, there was, I believe, a 
$200,000 grant from a private foundation, or group of private founda- 
tions, that made the thing possible to get started and to get over the 
first hump. 

Now, there are a number of places that are just about at that de- 
velopment stage where some kind of loan provision to be repaid, but 
on liberal terms of refinancing and interest, could be made available 
by the Government and would be very very helpful. 

Mr. Heserton. Have you had an opportunity to examine either 
H. R. 6950 or H. R. 6951, which were introduced by our chairman on 
January 6? 

Mr. Crurksnank. Yes, sir, I have read those measures with a great 
deal of interest. We feel the general principle of those measures is 
very hopeful and forward looking. There are some questions, not as 
to basic principle, but as to some of the specific principles that we 
would question. 

Mr. Heseuron. Are you prepared at this time to suggest what 
provisions those are? 

Mr. CrurxsHank. Well, I could raise some of them. 

For example, we are not sure about H. R. 6951. We would want 
to have it clarified, looking on page 3, whether the three provisions 
there set forth provided adequately for voluntary cooperative groups 
to get started and to have the aids available here. Now, it may be 
that reading the bill, that section 642 (b) on page 4 does seem to 
contemplate that such groups be eligible for this kind of aid. But it 
is not spelled out with equal clarity over on the preceding page when 
the three types of organization that are eligible are mentioned. 

We just raised that question. It may be that those have all been 
anticipated by the persons drafting and introducing the bill, but we 
would raise the question as to the adequacy for participation of volun- 
tary cooperative groups to have this aid available. 

Mr. Hesevron. Essentially, you approve of the approach that is 
spelled out in H. R. 6951? 
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Mr. CrurksuHank. Yes. The objective of the bill is certainly in 
the right direction and something that you could well give construc- 
tive attention to. 

Mr. Heseiron. Will you go ahead with your comment on the other 
bill ? 

Mr. Caurnen nk. On H. R. 6949, we feel that possibly some of the 
provisions are a bit rigid and some of the standards are, too, but there 
was one in seartioalan I think it is at the top of page 12, about the 
additional charges there, that we think there should b» a provision in 
plans negotiated by collective bargaining that no additional charges 
woul lbe made. It would be that you could have an agreement of that 
kind. We have that already and we think if there were not that kind 
of protection put in the bill, we might be taking a step backward. 

Mr. Hesevton. Do I understand correctly that with reference to 
section 5 (b) (6), you feel the language should be omitted, or do you 
feel that the language should be inse .rted which would prohibit that ¢ 

Mr. CruiksHANnk. I think it would be better to omit that possibility 
of additional charges, but, particularly, I think that specifically with 
regard to our groups we would like to see another provision added 
there which would not permit the 25 percent additional fee for pre- 
payment plans that had been negotiated by collective bargaining. 

Mr. Heseuron. May I suggest that it might be helpful to us if you 
would be willing to give more consideration to that bill and submit 
language which you think would accomplish that objective. Again, 
however, I take it that you approve of the central purpose of that bill? 

Mr. CrurksHank. Yes, and when I submit something on this sec- 
tion, I would like to submit some more detailed comments on some 
of the provisions and standards that are referred to later. 

Mr. Hesevron. We will be glad to have that. 

Do you want to comment on H. R. 6950? 

Mr. CrurksHank. Well, as I read this, and none of these have been 
reviewed by our social security committee, or have the endorsement 
of the federation 

Mr. Hesexron. I appreciate that. 

Mr. CrurksHank. These are personal comments at that point. 

Mr. Hesetron. In connection with these comments, I am sure that 
the committee will be happy to have you file any supplemental state- 
ment you wish to file for consideration. 

Mr. CrorksHank. My own reaction to this bill, H. R. 6950, is favor- 
able. As a matter of fact, the four of them appear to me to look in 
the right direction but there are specific comments I would like to 
make with respect to 6951 and 6949. 

Mr. Hesevron. You also think that there is something valuable in 
the suggestions of 6952? 

Mr. CruiksHank. Yes, sir. 

Mr. Hesevron. That is all I have. 

Mr. Younger. When you get down to me, all of the superlatives are 
exhausted, Mr. Cruikshank, so I will make _no comment about having 
you here. But in your statement on page 7 in the fourth areee, 
you say there are a number of consumer-controlled plans. Now, 
your explanation, } you did explain that what you meant was that the 
medical care is solely controlled by the doctors and they are in control 
of all of the medical care of these groups. 

Mr. Crurksuank. Yes, sir; all medical matters, 
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Mr. Youncer. Your statement does not reflect that explanation 
that you made and I thought perhaps you might like to correct this 
statement for the record, because somebody will pick it up later on 
and say that you are for consumer- -controlled doctors. ‘That isn’t 
your program, but your statement here could be very easily inter- 
preted that way. 

Mr. CrurxsHanxk. Thank you, sir. I see that is possible, that it 
could be read into that, and I am glad to have a chance to correct it. 

Mr. Younger. I think that you ought to have a chance to correct 
that in the record. 

Mr. Crurksuanxk. The general policies and the operations of the 
program can be consumer-controlled, but the medical and scientific 
aspects should be in the hands of doctors. We have a long tradition 
for that. Our hospitals are lay-controlled, and they are not exactly 
consumer-controlled but the boards of hospitals are laymen. That has 
always been true in our country. Those lay board ‘members do not 
tell the doctor what he should prescribe or how he should treat a 
patient and that never should be. 

Mr. Youncer. But “consumer-controlled” infers something that 
you do not want to have inferred in your testimony, I am sure. 

Mr. CrurksHank. You are quite right. 

Mr. Youncer. That is all. 

The CuarrmMan. Very well, then, you will return at 2 o’clock, Mr. 
Cruikshank, and Mr. Springer has some questions he would like to 
ask you. We will then have Mr. Hayes and the other witnesses. 

(Whereupon at 12:40 p. m., the committee was recessed, to re- 
convene at 2 p. m. the same day.) 


AFTERNOON SESSION 


The Cuamman. The committee will come to order. 
We will resume this afternoon with Mr. Cruikshank. Mr. Springer, 
you may proceed. 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR OF SOCIAL 
INSURANCE ACTIVITIES, AMERICAN FEDERATION OF LABOR, 
ACCOMPANIED BY ANDREW J. BIEMILLER, MEMBER OF THE 
NATIONAL LEGISLATIVE COMMITTEE OF THE AMERICAN FED- 
ERATION OF LABOR—Resumed 


Mr. Sprincer. Mr. Cruikshank, in your surveys of this question, of 
medicine under these plans that you have pointed out—and I take it 
you have been over to Europe ; have you not? 

Mr. CrurksHANK. Yes, sir. 

Mr. Sprincer. Have you in any way made any estimate of what this 
plan that you have in mind would do to the quality of medicine? 

Mr. Crurxsuank. I don’t think they are comparable to the plans 
that I saw in Europe exactly, but the plan that we propose would 
definitely be geared to an improvement of the quality of medical care. 

Mr. Sprincer. Could you point out to me how you think that would 
improve the quality of medicine ? 

Mr. CrurksHank. By (1) removing the financial barrier between 
the patient and the doctor, encouraging early business; (2) the em- 
phasis on preventive cure; (3) the encouragement of group practice 
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where today the best medical care is available by teams of doctors 
and when you think of the best care you think of such things as Mayo, 
Johns Hopkins, and others—those should be encouraged over tl 
country ; and (4) by improving the availability and the distribution of 
doctors so that there would be less concentration in the urban areas 
ind more availability of doctors in the rural and scattered areas. 

Mr. Sprincer. I have found that latter one to be true about increas 
ing the availability while we were in England in November. However, 
the disturbing factor I found was the quality of medicine, and at 
Oxford when we went out in 1 of the regional meetings 1 afternoon I 
kept putting this question to them: What about the quality of medi 
cine? Finally I got the answer, and I think it was pretty unanimous, 

doctor speaking for all of them, and ho dissent among the othe r 3 
present, the quality of medicine in Great Britain had deteriorated. 
However, their belief was that the quality of medicine, even though it 
had decreased probably, was worth a sacrifice in view of the fact that 
it had extended medicine to great groups of people that before did 
not have care. 

Again, I kept this question in mind in Sweden when I heard about 
the $2 baby. That is one thing ] heard about before I got to Sweden. 
So in this briefing in the morning I was quite impressed with this 
whole idea of producing a baby for $2. But I happened to be with a 
group of people in the evening and there was a woman who had 
just had a baby, and she happened to be in the American Embassy, and 
she said to me, “Congressman, you understand that when you get a $2 
baby you get just $2 worth of care, don’t you?” 

So then I asked her to relate some of the things that occurred, which 
she did. 

I am inclined to believe that under a plan where there is not direct 
respo! isibility—w!] 11¢ h, as I see it. is going to be the difference between 
your plan and the plan that you are now under in labor unions—that 
you are going to get the same trend in the quality of medicine. I am 
not saying that you should not have it for that reason, but 1 believe it 
is very important. 

As I understand it in these different plans that you have related 
here today, there is a direct contractual relationship between your 
union and those doctors, which is in the nature of a contractual rela- 
tionship actually with the patient, is it not? 

Mr. CrurxsHank. In a sense it is, but that wouldn’t be precluded 
in national health insurance, Congressman. 

Mr. Sprtncer. How are you going to keep that from happening? 

Mr. CrurksHank. Well, you have, first, in the case of the individual, 
you would have him choosing his doctor, and he would choose the 
doctor on 1 or 2 bases. The basis we prefer would be a capitation 
method where ia leche: for a stated fee, for a period of time, a year, 
would be responsible for that person’s continuing good health, with 
an emphasis on prevention. The doctor then has an interest and is 
identified with the health of the patient. He has a vested interest in 
the health of the patient rather than the sickness of the patient. 

Mr. Sprrncer. Where is the vested interest ? 

Mr. CrurksHank. Because he wants to hold that person as one of 
his patients. He wants to have that person continue to select him. 

Mr. Sprincer. I think that is good. 
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In Great Britain I had heard about these numbers of patients which 
were thrown upon the physicians, and it was not as great as I had been 
led to believe. which was, in some instances, as high as 30 to 60 
patients per hour. But I did find that it was, I would say, at least 
twice to three times as many as the ordinary doctor in America sees 
in an hour. 

Do you think that is going to deteriorate the quality of medicine? 

Mr. CrurksHank. If that were the choice I think it might well con- 
tribute to the deterioration of quality, but, as I said this morning, I 
believe after you had to leave, we have always thought of this program 
as just one part of an ov erall program. A lot ‘of the problem in 
Britain was the basic shortage of physicians. The change in the 
method removed the barrier between the patient and the physician, 
but physiicans that were already in short supply in term of the great 
backlog of need. 

Now, we would not want to do that; we would want to move on 
all fronts at once, remove the barrier at the same time we were in- 
creasing the supply of physicians. 

The problem in Great Britain comes not because they have a na- 
tional-health program but because there was an essential shortage of 
physicians, aggravated by the war situation. The crowding up, such 
as it was, was a result of a shortage of physicians and not a result of 
their national-health program. We have to move on all fronts at 
once. Itisallan integral part. 

Mr. Sprincer. Your understanding may have been different from 
mine, but that was not my understanding in talking with these doctors. 
I think it was their understanding that you had actually not as much 
attention given to the individual patient as you had had before. 

Mr. CrorksHanx. Was it not the feeling that that was gradually 
working itself out, though, improving ? 

Mr. Sprtncer. Over what it was at first, yes; very, very much; there 
is no question about that, from what it was when the committee was 
over there 3 years ago. It was greatly improved. But the problem 
of getting away from it permanently I do not see any answer to. I 
will be frank, that is the part that disturbs me about it, is the quality 
of medicine, because after going all over the world and seeing some of 
these in other countries as we did in November and December, the qual- 
ity of the medicine in this country is so superior to the quality of med- 
icine in those countries that there is no comparison. 

Mr. CrurksuHank. It is superior for some groups, Congressman. I 
think you and I have perhaps a different view. 

Mr. Sprincer. Let me say it is a superior quality that is available 
for purchase. 

Mr. CrurksHank. Yes. 

Mr. Sprrncer. May I say it that way without getting into the other 
question. 

Now, Mr. Cruikshank, if a bill does not come out of this committee 
along the lines that you have in mind, but might come out which 
would cover those above the age of 60 years and would take care of 
those with catastrophic illnesses, what would be your impression of 
that kind of bill? 

Mr. Crurksaank. I think that any move that is made in the direc- 


tion of providing better medical care for any segment of the people is 
a distinct step forward. 





HEALTH INQUIRY 1707 


Mr. Sprincrer. Now, I am just giving you my own personal impres- 
sion I gather from talking with my own people. The thing I am find- 
ing that is pressing among the people—and I am talking about work- 
ers and about people with middle incomes; I am not talking about the 
upper incomes, but lower income and middle income people—is those 
2 classes of things; first, those above 60 years of age, and those with 
catastrophic illnesses. I am talking about the child with polio or the 
child with an operation with a long-time illness in that group below 
60, and those who are above 60 years. 

Mr. Crurksnank. I think your experience is somewhat different 
from mine. We find the ordinary person is quite concerned about it 
much more than he was a few years ago. 

Mr. Springer. I think everyone is more concerned about general 
health than they were. I am talking about the basis of going into a 
major plan which you are going to undertake, which, in my estima- 
tion, is going to change, probably, your whole philosophy of medicine 
and approach to it considerably. But I do believe that these are the 
two fields in which the pressure is the greatest and there is the great- 
est amount of interest. I do not find any great interest in my area in 
the plan which you have set out, although I can see that it has a great 
deal of merit in some ways. 

To go to page 1 of your statement, do you have a copy of that, Mr. 
Cruikshank ? 

Mr. Crurksuank. I do not have it before me. 

Mr. Sprincer. Let me read it to you, and I think it will be all right. 
This is paragraph 5 under the whereas clauses. Did you help compose 
this statement ? 

Mr. CrurksHank. No, sir. 

Mr. Sprrncer (reading) : 

Whereas the so-called voluntary health-insurance plans promoted by insurance 
companies and medical societies— 


and I will not read the first part, but I want to come to the part I am 
interested in— 


are unduly costly in terms of benefits derived from premiums paid. 

Would you say that is true of Blue Cross and White Cross? 

Mr. CrurksHanK. Not nearly so much as the others. In fact, the 
administrative costs and all of Blue Cross—particularly Blue Cross— 
make a pretty good picture. What I believe this was directly pointed 
at was the insurance-company indemnity plans, the insurance com- 
panies and medical societies are inadequate to meet the needs of the 
public. That is the one you are referring to? 

Mr. Sprincer. No. The part I was referring to was— 
are unduly costly in terms of benefits derived from premiums paid. 

Mr. CrurksHang. That is right. But they were referring, I be- 
lieve—and, as I say, I did not write this; this came out, I believe, of 
the Wisconsin Federation of Labor, and was introduced at the na- 
tional convention by Wisconsin, I think—but what I think they are 
referring to are the so-called voluntary health-insurance plans pro- 
moted by insurance companies and medical societies. I think they 
have in mind the cash indemnity plan rather than Blue Cross. , 

Mr. Sprincer. You mean for group insurance plans in company X; 
is that what you mean? 
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Mr. CrurgsHank. Yes; where they pay a cash indemnity rather 
than provide service. And there, you see, the records show that a 
very high amount of the premium dollar does not result in actual 
benefits. In some unusual cases it has been as low as 38 cents out 
of the premium dollar that actually goes for benefits. The rest goes 
to acquisition costs, advertising, administration, and all. That is 
unusual, the 38 cents. In the San Francisco survey the average of 
all the companies involving several hundred thousand workers where 
a survey was made showed that 76 cents of the premium dollar, on 
the average, went in benefits, but that still means that 24 cents out 
of the premium dollar goes for something else besides health. 

Mr. Sperincer. You are not referring to the ordinary insurance 
policy of indemnity under this kind of a plan sold by old-line insur- 
ance companies ? 

Mr. CrurksHank. Sold by old-line insurance companies; yes, sir. 
I think that is what they mean here. I did not draw this. 

Mr. Srrrncer. As for the group plan, I have one, and I am extremely 
satisfied with it, and I have had it for 12 years and only had 1 illness. 

jut I think it is a very able plan for aomareae only of myself of 
indemnity. I don’t know what the cost of it is, but, having had 
only 1 illness of some 2 weeks in that 10-year satel in which I was 
hospitalized, I thought it was an excellent plan. They got a lot 
more money out of me than I ever got from them. 

As to the Blue Cross and White Cross, our family has been extremely 
well satisfied, to tell you the truth. 

Now, to give you this example. Five years ago we had the last 
child. I think my hospital bill was something like $5. I think we 
paid a premium at that time of something around $35 a year. I think 
in Washington, by transferring that plan here, it is about $80 to 
cover my family, considerably higher in Washington than it is in 
Champaign, Ill. 

Now, I take it that you are not talking about those types of plans 
in this “whereas 

Mr. CrurksHank. I think they did refer to some of those types of 
plans—not the nonprofit, but the commercial-profit plan; yes, sir. 
Now, the Blue Cross is a nonprofit organization. 

Mr. Springer. I want to go to the second part of that, which reads: 

Tends to push up the cost of medical care. 

Mr. Crutksnank. Yes, sir. 

Mr. Sprincer. Could you tell me how that pushes up the cost of 
medical care? 

Mr. CrurksHank. I deal at some length in the statement, Con- 
gressman, with that. Briefly, it is by the doctor considering the 
fact that an individual is covered by insurance as adding to his 
ability to pay, and after the insurance company pays the doctor or 
provides the money to pay the doctor for the scheduled cost, then 
the doctor adds on so much more, and we are having a lot of com- 
plaint of that taking place. So that if a bill would be $50 or some- 
thing for an individual worker, and the doctor finds out that he is 
insured, and it is not too big, so he says, “Well, you have that insur- 
ance and you could still pay $50 for it.” And so he collects $100 for it. 
Whereas if the worker did not have insurance he would probably 
collect the $ $50 and forget it. 
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Mr. Srrincer. I see what you mean. Do you have some pretty 
substantial evidence that that has taken place? 

Mr. CrurksHank. Yes, sir; we hear a lot from our members that 
that is the kind of thing that is taking place. 

Mr. Sprincer. Under your plan, Mr. Cruikshank, would you pro- 
pose to fix the fees of the doctors ? 

Mr. CrurksHank. No, sir. Our plan provides that the doctors 
themselves would agree to appropriate fees, and then if those fees were 
approved locally in the State—and finally within the field nationally— 
but if they were approved locally in the State as an appropriate set of 
fees that would be the schedule that would be in effect. 

Mr. Sprincer. Going over to page 4 of your statement, if you will 
turn over to that, paragraph 3, the first sentence of that reads: 

A satisfactory health program should at the very least provide a means of 
making possible the full prepayment of the costs of the services offered. 

Is it your plan to get sufficient from the worker to make possible the 
full payment of these medical services 4 

Mr. Crorksuank. Our plan is that the employer and employee 
contribution should be the basis of the payment, but we recognize that 
it is appropriate for the Government to make contributions out of the 
general revenues of Government to supplement it. 

Mr. Sprincer. That is the point I want to come to. How much do 
you think the Government ought to pay ? 

Mr. CrurksHank. I think it is appropriate that they bear an equal 
portion, a third. 

Mr. Sprincer. Have you any estimate as to what the Government’s 
portion would be # 

Mr. CrurksHank. I don’t have an up-to-date one. I said, i 
sponse to a question by Congressman Priest while you were away, that 
I would submit an up-to-date estimate of the cost on the whole pro- 
gram. 

Mr. Sprincer. Have you made any preliminary survey of that? 

Mr. CrurksHank. Some 2 years ago before I left for Europe we 
had quite extensive surveys. I don’t think they would be up to date 
now and I confess at the moment we did not anticipate the hearings 
on the health insurance bill at this time, and we were not prepared for 
those cost estimates up to date. 

Mr. Sprineer. Would you estimate that the Government share 
would be 2 billion? 3 billion? 4 billion dollars a year? 

Mr. CrourksHank. I just would not say now, Congressman. I will 
be glad to submit it. 

Mr. Sprineer. In Europe here is what we found, Mr. Cruikshank, 
that it became an impossibility to do the job which you are talking 
about in Britain. Iam not saying it is impossible to do it in the United 
States. But here is what they were doing. The Minister of Health, 
the administrative civil servant by whom we were briefed on this thing, 
told us that they were not attempting to do it any more; that all they 
did at the first of the year was to allocate so much. For instance, if 
the budget of Britain was $37 billion for the year and they allotted $4 
billion for health costs, they just set that off and said, “This is what 
we will allot this year. And then they just took it up and divided 
it down a line, and it came out in a lot of places short. But that is all 
that was done there, as they found it to be a prohibitive question of 
costs. 
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In Sweden they just had not done that. In other words, they were 
doing pretty much full coverage of what they had gone into, but they 
were doing it differently from Britain, who was trying to do the whole 
thing and ‘then found out they could not do it, and just allotted so much 
money, and that had to stretch, whether you got care or did not get it. 

That is the reason I raise this question ‘of how much you think 
it is going to cost, because I think that is going to become one of your 
important items in this thing. 

In the next paragraph I notice you say: 

While 56.6 percent of all families in the United States have some form of 
insurance protection, the record shows that only 15.2 percent of all medical 
costs are paid by such insurance. 

Well, that is largely due, is it not, to the fact that the people who are 
under these plans are people like me, who have taken this type of 
insurance, who are really the healthy part of the population, aren't 
they ¢ 

Mr. CrutxsHAank. Well, sir, I do not believe that that is correct. 
But if it were correct it would be quite a serious indictment of these 
plans because it would show that they were just taking the cream 
* the risk and leaving the real bad risk unprotected. But what it 

really means is this: You see there is a great disparity. If the plans 
were comprehensive and 56.6 percent of the population were covered 
under them, then 56.6 of the total medical bill of the United States 
would be paid by insurance. But the medical societies and the in- 
surance companies are saying you do not need to do anything. They 
come to you gentlemen and say, “You don’t need to do anything more 
than we are doing now. The insurance companies can take care of 
this problem.” You see they are not taking care of it. And they 
allege, in support of that, that they have 80 million—and just the 
other day I saw a higher figure, 90 million people insured. But if 
there are only 15.2 percent of the medical costs that are being paid 
by those insurance companies it shows that they are inadequate. 

Mr. Sprincrr. You may be right on that, Mr. Cruikshank, but I 
think that the figures are deceiving in this. There is not any insur- 
ance policy that I know of that is going to cover everybody for every- 
thing, without quite an enormous premium. For instance, the two 
polici ies I have make no attempt to make it cover, and I do not under- 
stand they are going to cover everything. In many instances they 
would only cover a fraction if I have a catastrophic illness. They 
only cover 30 days under Blue Cross, and the other policy is only 
going to cover the maximum. 

Mr. CrurKsHANK. Suppose some fire insurance company in the Dis- 
trict of Columbia would say, “We have written fire insurance on 50 
percent of the real estate in this town,” and then it showed that only 
10 or 15 percent of the fire loss was paid by that company. You would 

say that there is something the matter with their policy. 

Mr. Springer. No, I do ‘not think there is any comparison because 
actually the policies written are not full-coverage policies. 

Mr. Crurxsnanx. No; but they run about 80 “percent or so. 

Mr. Sprincer. Full coverage ! 

Mr. CrurksHank. And they are allowed to approach that. 

Mr. Sprincer. I have never seen a policy that is full coverage. 

Mr. CrurksHAnkK. Now we are talking about the health insurance 
policies, and one of the troubles with them is that they do not cover 
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the things that are most likely to happen, and do not provide full pro- 
tection. They take out so many of the things; there is so much in the 
fine print that takes them out. 

Mr. Srrineer. That is very true, but that is what you are getting 

paid on, the basis of what your possibility of being sick is, isn’t it? 
Now I think that a company could cover you if you chose to pay the 
premium that is necessary for that, could it not ? 

Mr. CrurksHank. No. Many companies will not even attempt to 
write a full-coverage policy. We have tried in some of our group 
activities, our collective bargaining, to get full coverage, and actually 
the companies resist the attempt. Even with higher premiums offered, 
they resist the risks, they don’t want to cover them. 

Mr. Sprincer. The only full policy I know is the ordinary polio 
that you get for $10 a year for a family. That is full coverage. 

Mr. CrurksHANK. Against that one contingency. 

Mr. Srrincer. Against that one contingency, that is very true in 
buying an insurance policy y you are paying for just about what you 
get. If there was any better way of doing it I think some insurance 
company would have done it. 

Mr. Crurksnank. I am not making the point that the people are 
getting gypped on what they are paying for—I think many of them 
are—but that is not the point of this paragraph. I am saying that 
these two figures show that the commercial insurance companies and 
the other voluntary plans are not providing full protection for the 
people that they have covered. If they were providing full protection 
those two figures would be more nearly alike. 

Mr. Sprincrr. Just to come back to one a question, Mr. Cruik- 
shank, and I am through, in your union health plan, such as the St. 
Louis plan, what kind of coverage do you ha ave for people above 60 
years of age? 

Mr. CrurksHank. The people above 60 years of age are covered, 
completely covered. Now, of course, as primary beneficiaries, that is 
in a general workers’ union, in a way, it is truckdrivers and warehouse 
people and some clerks and others, and there are probably very few 
people over 60 that are actually there, but they have parents, they have 
dependent parents and others who are covered, and they get the full 
coverage of protection. 

Mr. Sprincer. For how long? 

Mr. CrurksHAnk. As far as | know, there is no limitation. 

Mr. Sprincer. Suppose that person above 60 years of age has cancer, 
long term, requiring hospitalization for a period of 2 years. What is 
your coverage on that? 

Mr. CrurksHank. To my knowledge, there is no limit: ition there, 
but that would, in that group, probably be protected by the fact that 
there would be very few of them. 

Mr. Sprincer. What would be your situation with a longtime heart 
situation? The same? 

Mr. CrurksHank. The same, I believe. 

Mr. Sprincer. Including hospital care? 

Mr. CrurksHAnk. Yes, sir. 

Mr. Sprrncer. That would be true of tuberculosis? 

Mr. CrurksHank. No, I think there are exemptions in the plan for 
the type of thing which the State has always taken, the tubercular 
patient and mental patient, primarily. 





1712 HEALTH INQUIRY 


You see, the only exemptions are exemptions covered by other things, 
For example, an accident to a worker where he is covered by workmen’s 
compensation; they don’t duplicate that. And they don’t attempt to 
duplicate the mental care that the State provides through its mental 
institutions, nor tubercular. But the heart and cancer, for which 
there is no other provision, they do provide for. 

Mr. Sprincer. I believe that is all, Mr. Chairman. 

The Cuarrman. Mr. Cruikshank, we certainly thank you for the 
opportunity that you have given to us to benefit by the wide experience 
that you have had in this subject, and the manner in which you have 
treated it, and the manner in which you have answered questions leaves 
no doubt that you are a qualified witness in a matter of this kind. 

We are certainly hopeful that as the hearing progresses and as the 
deliberation the committee is giving to the type of legislation that it 
will recommend progresses that we will have the benefit of such advice 
and counsel as you would care to give and that we would need in the 
drawing of legislation of this character. 

Mr. CrurksHANK. Thank you, Mr. Chairman, and I want to thank 
you and the members of the committee for the courtesies you have 
extended me. 

(The following additional information was later submitted by Mr. 
Cruikshank :) 


TABLE 1.—National and international unions, United States, by affiliation and 
size of membership, January 1952* 


All unions Number affiliated with— 





Number of members 








i eae . | | Inde- 
Number | Percent AFL cIoO pendent 
Total. ° ‘ 215 \ 100.0 109 } 33 73 
Under 1,090__.. i i atl ie 23 | 10.7 10 } 13 
1,900 and under 5,000 31 14.4 11 1 19 
5,000 and under 10,000 23 10.7 6 | 4 } 13 
10,000 and under 25,000 ; 31 14. 19 4 | sS 
25.000 and under 50,900 32 14.9 20 5 7 
50,000 and under 100,000. - . ? ia } 36 | 16.8 18 } 10 8 
100,000 and under 270,000 17 7.9 | 12 3 2 
290,000 and under 30,000 7} 3.3 | 5 }.- 2 
390,000 and under 490,000 7 3.3 3 eid 
490,000 and under 590,000 l 5 | yh } 
500,900 and under 1,990,000 4 7 4 3 | 1 
1,000,000 and under 1,200,000 3 1.4 1 | 7 
| } 
' Includes at least 2 unions known by the Bureau to have been organized late in 1952. Alth« ack exact 


membership data are not available for all unions listed in this Directory, sufficient information is available 
to place all the unions within the groups in this table. 


Source: U. 8S. Department of Labor, Bureau of Labor Statistics: Directory of Labor Unions in the 
United States 1953, (Bulletin No. 1127), Washington, U. 8. Government Printing Office, 1953. p. 4. 
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TaBLp 2.—Distribution of 9,000 labor-management agreements and workers 








| covered, by size of agreement of coverage, 1950 
Agreements with employ- es 
ment data availabk Worke = 
Agreement coverage a ee 3 
Number -ercent Ni her I 
Total... —— a 9, 157 100.0 7, 180, 004 
1 to 24 workers 1, 13.9 15, OOF 
25 to 59 workers OG 10 34, OO 
50 to ¥9 workers 1, 331 14 92, 0101 
100 to 199 workers 1, 611 17.6 223, O06 
20 to 209 workers 901 8 214, 000 
300 to 399 workers . 617 6.7 204. 004 
400 to 499 workers 417 4. ¢ 179, 000 
500 to 999 workers 973 10.6 651, 000 
1,000 to 1,999 workers. 575 6.3 770, 000 
2,000 to 2,999 workers.. 16 1.8 389, OOK 
3,000 to 3,999 workers_. 101 1.1 331, 00 
4,000 to 4,999 workers.._. 51 .6 248, 000 
5,000 to 9,999 workers... 85 9 595, 000 | 
10,000 to 19,999 workers.._- 55 .6 890, 000 
20,000 to 42,999 workers... 25 3 942. 000 
50,000 to 99,999 workers__ 6 oa 474, 000 
100,000 and over... wee 2 5 1 1, 019, 000 


Ss 


tracts, Monthly Labor Review, 73:34 (July 


TABLE 3.— Workers covered by employee-benefit plans under collective 


M. Moros, 





Alexander 
1951. 


ource: Bortz, Nelson and Characteristics of 12,000 Labor-Man 


agreements, by type of benefit and union affiliation, mid-1950° 


Major union affiliation 
Total covered 





AFL CIO Unaff 
Type of plan ween mS om 
; Work- Work- Work- W ork- 
| ers Per- ers Per- ers Per er 
(thou- cent (thou- cent (thou- cent the 
sands) sands sands sands 
Total 7, 652 100. 0 2. 683 100. 0 3, 631 100. 0 1 38 
Health and welfare? and 
pe yn combined 4,6 60.1 884 32. 9 2, St 78.0 BRS 
Health and welfare 2 33.1 1, 364 0.9 19 mH). ¢ 416 
Pension or retirement 6.38 435 16.2 2 1.4 7 
! Data based on information for 71 AFL unions, 29 CIO unions, and 31 unaff liated unior A} 


me 


uttered AFL Federal labor unions and C10 lo 


amberment 


ifl.liated uni ( 


al unions 





al indus and ul 


ingle plant or establishment 
Includes 1 or more of the following types of benefits: life 


th ( 
wccident and sickness (but not sick leave or workmen's compensation 


insurance or de dental de 


overing hospital, surgical, maternity, and medical care 


Source 
Bargaining, Mid-1950 (Bulletin No. 1017). 





U. 8. Department of Labor, Bureau of Labor Statistics 


Washington, l 


Empire Benefit 


Government 


bargaining 
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TasLe 4.—Specific health and welfare benefits in collective bargaining agree- 
ments, by number of workers covered and method of financing, mid-1950 





Workers covered by 
specific benefit Method of financing 





Number Percent of | Employer only | Jointly financed 
of unions total work- |__ Se | Rae « 
Type of benefit | report- ers covered | 
ing bene- | Number? by all | 
fits! (thou- | health and | Work- | Work- | 
sands) welfare ers > . eas in 
benefits in | (thou- Percent (thou- | Percent 
140 report- | sands) | sands) | 
ing unions * 
| 
Life insurance or death benefit. - 139 4, 150 95.6 | 2,780 67.0 | 1,370 | 33.0 
Accidental death and dismember- 
ment 101 1, 983 45.7 1, 395 70.4 | 588 29. ¢ 
Cash payments for loss of time re- | | 
sulting from temporary sickness | 
and accident (excluding sick leave | 
and work men’s compensation) - 101 2, 781 64.1 1, 640 59.0 1,141 | 41.0 
Hospitalization __- 110 3, 461 79.8 | 2,245; 64.9] 1,216] 35.1 
Surgical and/or medical _ -- 101 3, 140 72.4 2, 245 71.5 | 895 28.5 


| pF 2 : 


1 Data on specific benefit coverage were available for 140 unions, including 38 AFL, 17 CIO, and 20 un- 
affiliated unions. Also includes scattered AFL Federal labor unions and CIO local industrial unions and 
unaffiliated unions confined to a single plant or establishment. 

2 Figures not additive since many workers are covered by more than 1 type of benefit. 

3 These 140 unions reported slightly more than 4.3 million workers covered by their health and welfare 
plans. 

Source: U. 8. Department of Labor, Bureau of Labor Statistics: Employee-Benefit Plans Under Gollec- 
tive Bargaining, Mid-1950 (Bulletin No. 1017). _Washington, U. 8. Government Printing Office, 1951, p. 7 


The CuHairman. The committee will next hear from Mr. Hayes. 
I have already made a part of the record the background and experi- 
ence of Mr. Hayes, which is considerable indeed, and qualifies Mr. 
Hayes as president of the International Association of Machinists. 
The committee is very glad to hear your testimony. We are pleased 
to have you here and we are pleased in the interest that you have 
shown. Preliminary to these hearings, as well as during the hearings, 
which has prompted you to be here this afternoon, at your persona! 
inconvenience in order to testify before this committee. 

You may proceed. 


STATEMENT OF A. J. HAYES, INTERNATIONAL PRESIDENT, INTER- 
NATIONAL ASSOCIATION OF MACHINISTS (ACCOMPANIED BY 
WILLIAM 0’CONNELL, DEPARTMENT OF EDUCATION, INTERNA- 
TIONAL ASSOCIATION OF MACHINISTS; AND DR. WILLIAM 
SAWYER, CHIEF, DEPARTMENT OF HEALTH, INTERNATIONAL 
ASSOCIATION OF MACHINISTS) 


Mr. Hayes. Thank you, Mr. Chairman and members of the 
committee. 

As your chairman has stated, I am A. J. Hayes, international] 
president. of the International Association of Machinists. To my 
right is Mr. William O’Connell, a member of our department of edu- 
cation, and in the hearing room also is Dr. William Sawyer, the chief 
of our department of health. 

I greatly appreciate this opportunity to appear before this com- 
mittee on a matter of such vital importance as the health of our people, 
actually the health of our Nation. 
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I appear here as a consumer of medical services and as a representa- 
tive of nearly 900,000 like consumers who are members of the ma- 
chinist’s organization, which I represent. 

I am not a medical expert. Neither am I an expert on health and 
insurance plans. Therefore, my knowledge and views emanate from 
the problems of those who need and those who use health services, men 
and women in my organization, in my family and among my circle of 
friends. 

My knowledge and views are based upon personal experience, and 
the established experience of others—upon studies of many types of 
negotiated health and welfare plans, private and group health insur- 
ance, group practice plans, and other attempts to meet the health 
needs of our people—and upon my service on the Advisory Commit- 
tee to the Division of Occupational Health of the United States Public 
Health Service; also, as a member of the President’s Commission on 
the Health Needs of the Nation. 

I have prepared my views to cover the following four broad cate- 
gories: 1. Our health problem; 2. Why we must be concerned about 
it; 3. The inadequacy of prese nt methods, programs, and facilities 
for solving our health proble m: 4. Better methods for solving it. 

The views which I will express are not prompted, I assure you, by 
selfish motives, or in the m: \Jor interest of the members and families 
of labor unions. If labor unions were motivated by selfish interests 
they would perhaps discourage health legislation, devote themselves 
to the improvement of their own negotiated health and welfare plans, 
and utilize these plans to exploit the dire health needs of wage earners 
for organizing purposes. In addition, unions could also use that 
issue as a demand for more wages. 

We believe, however, that our health needs are grave and that we, 
as well as other public ‘spir ited groups of citizens, must be concerned 
with the health problem as it affects all of the people, not only the 
members of trade unions or the members of the medical profession. 

In this conviction I am not influenced, misled, or confused by crafty 
catchwords which are so frequently used to obscure the facts and con- 
fuse the uninformed. Loose, definitionless phrases like socialized 
medicine certs ainly fall into the category of things which, in Shake 
speare’s words, are “full of sound and fury, and signifying nothing.” 
Propaganda and philosophy cannot abide together, and cert: linly a 
subject as serious as the health of the American people deserves our 
calm, dispassionate consideration. 

The existence of our health problem is obvious—in the fact that 
between July 1950 and June 1951, 15 percent of our draftees were 
rejected for medical reasons only, despite lowered health standards, in 
the fact that findings of periodic physical examinations of schoolchil- 
dren indicate serious health deficiencies in the health status of our 
young people, in the fact that white males in the United States have 
a higher death rate than males in many Western European countries, 
in the fact that some sections of our Nation show higher death rates 
from communicable diseases than others, in the fact that the life 
expectancy of Negroes, although increasing, is still shorter than that 
for white people, in the relatively high incidence and long duration 
of disease among people in low income families. 

All of these statements are supported in the report of the Presi- 
dent’s Commission on the Health Needs of the Nation. 
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The evidence and effects of our health proble m can be found in every 
section and community in our country. The Report of the President's 
Commission on the Health Needs of the Nation spells out these facts. 
We are short of health personnel and health facilities, and what we 
have are poorly organized, compartmentalized and isolated geo- 
graphically and professionally. Health research, despite vast gains 
in the past decade, still has neither the funds nor the facilities to 
compete with other types of research for topnotch personnel. Our 
traditional fee-at-the-time-of-service system of financing personnel 
health care has broken down under the increasing complexity and the 
mounting cost of modern health care. And our attempts to find a 
substitute for that traditional system have been haphazard and in- 
adequate. 

The existence of the health problem reflects seriously on our status 
as a civilized, cultured Nation, upon our ability to produce and upon 
our position as a leader in the struggle of the free world against 
communism. 

It is unthinkable that a Nation such as ours, with its high devotion 
to the dignity of man and the intrinsic value of the individual, « can 
continue to tolerate a situation which permits millions of its citizens 
to languish in the twilight of ill health or to slip prematurely into the 
grave. 

Beyond its affront to our national ideal of human dignity, the health 
problem has a serious impact upon the national economy. 

Dr. Howard Rusk, chairman of the Health Resources Advisory 
Committee of the Office of Defense Mobilization, estimated that we 
lose approximately 500 million man-days a year of production time 
as a result of nonoccupational illness. And it is my understanding 
we lose an additional 40 million man-days due to occupational illness 
and accident. To workers and their families this represents $4.2 bil- 
lion a year in lost wages. And, of course, there is a corresponding 
loss in production and profits. 

This drain upon the Nation’s manpower, income, and production 
would be serious enough in normal times. But in the face of the harsh 
realities of the world today, the need for action becomes imperative. 

Regardless of temporary lulls in the cold war between the free 
world and communism, and in spite of the blessed cessation of hos- 
tilities in Korea, we should realize, from the very nature of com- 
munism and from its past record, that tension between the two worlds 
will ebb and flow, with the ever-present danger of widespread armed 
conflict, until the slaves of the Communist taskmasters have thrown 
off their yokes and achieved the ways of freedom. 

This being the case, we must be constantly aware of the effect of 
what in ordinary times would be purely domestic problems upon our 
ability to face the Communist world in maximum strength. 

It certainly would be conservative to say that insofar as natural 
resources go, the free world and the Communist nations are on even 
terms. This may even be underestimating the potential resources of 
the Communists. 

So far as manpower goes, the Communists have the advantage in 
sheer numbers. 

The strength of the free world—and it is largely centered in the 
United States and Canada—lies in industrial know-how and quality 
of our manpower, our human resources. 
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If we are to remain strong, as we must, we have not only to main 
tain but constantly to improve the effectiveness of our industrial tech 
niques and the skill and general quality of our work force. And 
health becomes a very important factor when we talk about the quality 
of our work force. 

The development of technical improvements is not a primary con- 
cern of a union official. But I am concerned, by the very n: iture of my 
union position, with the men and women who carry out the techniques 
and work the machines of industry. The health of those men and 
women Is a vital factor in how much and how well they produce, now 
and in the future. And one of the surest ways to assure their presence 
on the job and to improve their productive capacities is to cut down 
on the absences and the inefficiency which result from illness. 

Now, we of the United States are not usually in the habit of seeing 

problem and ignoring it. ‘Traditionally we do something about it. 
And we have been doing, or attempting to do, in a fashion, something 
about their health problem. 

Let us analyze the effectiveness of what we have done to meet the 
health needs of the American people in the light of how various 
segments of the population fare in meeting their health problems. 

At the top of the list comes that relatively small group of our 
people who have a knowledge of the assets of good health, and the 
economic resources to take full advant: ige of existing health care serv 
ices—covering prevention, early diagnosis and treatment, physical 
therapy, and rehabilitation. 

In the second category go the veterans, merchant seamen, and wards 
of the Federal Government for whom the Nation makes available 
health services of a high quality at no cost to the individuals concerned. 
This is a commendable function of Government on behalf of deserving 
groups in our country. It demonstrates beyond any doubt that we, 
through our Government, do understand the fundamentals and advan 
tages of good health care. In my judgment it is a blot on our Nation's 
conscience when we are not willing to apply this knowledge and 
experience in one way or another to the millions of our people who 
need health care most. 

Third are the fortunate citizens who have available the comprehen 
sive service of such prepayment, group practice plans as the Health 
Insurance Plan of Greater New York, HIP, which you heard about 
this morning, Permanente, the Labor Health Institute of St. Louis, 
and Group Health here in Washington. 

According to a recent survey of accident health coverage in the 
United States by the Health Insurance Council, this group numbers 

little over 5 million of our people. 

Fourth are those workers and their families who are covered b: 
negotiated health and welfare plans, usually underwritten by com 
mercial carriers or the Blue Cross, Blue Shield type of organization, 
on the indemnity principle. 

Fifth come workers and their families covered by other types ot 
group insurance provided without union partic msi l. 

Under the fourth and fifth groups there are about 73 million people, 
according to the Health Insurance Council’s recent survey, covered 
by commercially underwritten group insurance plans under Blue 
Cross and other plans sponsored by medical societies. 


sHO8T—54——pt. 6 25 
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Next in the order mentioned come persons with individual health- 
insurance policies, some 2214 million, according to the survey; then 
those people who take advantage of existing health service only in 
cases of extreme injury or serious illness; and, next to them, the indi- 
gent, who have access to free clinical care of some sort; and, following 
them, those who depend upon quacks and patent medicine; and, 
finally, those who, because of ignorance of the value of health and 
financial inability to pay for health care, neglect their health almost 
entirely. 

Health problems exist in varying degrees in every 1 of the 10 cate- 
gories mentioned except the first. The fortunate people in that 
category combine knowledge of the essential ingredients of good health 
and the ability to pay for the services which made good health possible. 

In none of the other nine categories do we find ‘this combination in 
such complete form, and in some there is little trace of either factor. 

Our existing plans designed to make health services more generally 
available through the prepayment of medical care costs are, with few 
exceptions, notably inadequate. 

In the first place, despite the startling growth of prepayment plans 
over the past decade, and in spite of the ‘fact that more than 50 percent 
of all Americans are covered by some sort of health insurance, the 
President’s Commission on the Health Needs of the Nation reported 
that “such plans cover only 15 percent of private expenditures for 
medical care” (vol. 1, p. 43). 

The so-called health insurance issued by both commercial insurance 
companies, and the Blue Cross, Blue Shield type of organization, is 
written of course on the indemnity basis. This means that it pays 
limited benefits for limited items of health care, and that, in so doing, 
it neglects completely the fundamental need for preventive medicine 
and early diagnosis and treatment. It does nothing to minimize the 
development of illness to more serious stages, and thus it fails to get 
at one of the basic causes of the high cost of medical care. To the 
contrary, there is evidence to indicate that the development of in- 
demnity-type health insurance has actually played a part in increasing 
health cost. 

In addition, indemnity-type insurance plans issued on an individual, 
rather than a group basis, has another—practically a fatal—short- 
coming from the viewpoint of providing adequate health services to 
those who need such services. 

As reported in the latest issue of our weekly newspaper, The Machin- 
ist, our union has recently had complaints from a number of members 
concerning a fine print feature of individual health-insurance policies 
which permits insurance companies to refuse to renew such policies 
* their option. All of the complaints boil down to 1 simple, and I 
believe, tragic experience, that inevitably when a holder of an individ- 
ually issued health policy submits a claim for other than minor illness 
he is told either 1 of 3 things: that the company will refuse to renew 
his policy at the next renewal date; that coverage will be continued 
only if he agrees to waive future benefits for claims resulting from the 
illness which caused his claim; or that full coverage will be continued 
in the future upon the payment of increased premiums. 

The net effect of this practice, and it is so common that it is actually 
a policy, is to deprive people of their protection against the cost of 
medical care at the very time when the need for such care is imminent. 
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On the basis of some of the complaints we have received I wrote to 
one of the leading underwriters of individual health insurance asking 
for a statement of their views and practices in the matter. In reply I 
received, with a very brief covering letter, a printed explanation of 
what the company calls the problem of renewal. . 

I would be very happy to furnish this committee with a photostatic 
copy. 

The Cuamman. If you will do so it will be made a part of the record 
at this point, 

(The material referred to follows :) 


THE PROBLEM OF RENEWAL 


As yet no one knows what it costs to provide hospital, medical, and surgical 
care limited only by the needs of the patient. 

In two of the provinces of Canada, in England, and in France, hospital and 
medical care is being provided free to all who need it and the cost is being paid 
by a tax imposed on everyone whether they like it or not, The cost has been 
found to exceed all estimates, and may continue to increase. 

In Soviet Russia, health care, such as it is, is also available to all who need 
it, and it will probably continue to be one of the services provided by the masters 
in the Kremlin, in the quality and to the extent they deem necessary to keep 
the Russian people on the job. 

Of course the Russian people are hardly in a position to make any objections 
to this health care. If they do they will probably find themselves provided 
also with board and room, in a labor camp. Even in the Western democracies 
it will require more than 50 percent of the voters to make any effective objection 
to either the health care, or to its cost. 

An insurance company is different. Be it stock, mutual, or nonprofit, it is still 
a voluntary association of free people to distribute the cost of health care over 
the whole group in the form of premium payments rather than to have it borne 
entirely by the victims of illness or accident. If any individual in the group 
feels that the cost is unreasonable he is free to withdraw. If costs are allowed 
to become too high, some individuals will withdraw, and because our people are 
free people, motivated by an enlightened self-interest, the individuals who with- 
draw will be those who do not expect immediate benefits from their membership. 
(hose who expect immediate benefits will continue, thereby again increasing the 
cost. This process will continue until those members who remain are all in the 
hospital attempting to pay hospital and medical bills each for the other. 

So the costs must not be allowed to become too high. Premiums must be 
kept within the budgets of large numbers of people. Normally those who can 
afford it can buy a better product and pay a higher price. But in insurance you 
are paying your money for services to be delivered far in the future. As demon- 
strated above it is entirely possible that the more you pay the poorer is your 
insurance. Because it won't be there when you need it. 

For health insurance you must be associated with healthy people, not sick 
ones, If your health is below par, or becomes below par you cannot expect to 
continue indefinitely in the group. Furthermore, when the time arrives that you 
meet with an accident or that your health fails, you must be prepared to accept 
benefits, not based entirely upon your needs, but based upon your needs and 
limited by an amount which bears a reasonable relation to the amount of your 
current contributions, bearing always in mind that your contributions in pre- 
vious years have been consumed in payment of claims, taxes, expenses, and the 
accumulation of reserves for contingencies. 

In an insured group then the members have a right to expect certain things 
from the management. 

1. They expect the management to design a plan, the cost of which large 
numbers of healthy people are able and willing to pay. 

2. They expect the management to see to it that new members are healthy 
people. F 

3. They expect the management to see that members unfortunate enough to 
become claimants are paid, promptly and fairly. 

4. They expect also that the management, having paid fair and reasonable 
benefits out of the funds of the group, will see that the member who has benefits 
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will, if his health is impaired and he continues in the group, thereafter make 
extra contributions to the funds of the group consistent with the extra benefits 
he may thereafter expect to derive from the funds of the group. 

To fulfill this last expectation your company has provided in its policies that the 
company may decline to renew any policy at any renewal date. This right to 
decline to renew is only exercised under two circumstances : 

(a) When it develops that the insured was actually not in good health 
when the policy was issued and was never actually qualified for membership. 

(b) After benefits have been paid in such amount that the plan may be said 
to have fulfilled its function. 

Furthermore, the company has always been willing to rescind a decision to 
decline to renew in those circumstances under which it is possible to modify the 
policy by excluding benefits for loss due to a particular cause, provided, of course, 
that the policyholder is willing to accept such modification. 

Now after some years of preparation the company can also offer in many cases 
to continue policies without modification of coverage if the policyholder agrees 
to make an extra contribution designed to pay his share of the extra benefits to be 
derived from the funds of the group by those members having similar health 
history. 

In a different future it is possible that, without dictatorial or taxing powers, 
people may be persuaded to contribute much more than at present while they are 
healthy in order to derive greater benefits when they become ill. At present the 
rates necessary to enlist the membership of larger numbers of healthy people 
must necessarily put a limit on benefits both as to amount and as to duration. 

BANKERS LiFE & CASUALTY Co. 

CHICAGO, ILL. 


Mr. Hayes. Because the explanation reveals so completely the total 
inadequacy of the individually issued type of health insurance, and 
because it demonstrates so well the type of propagandistic prattle 
which clouds the fact in this field of inquiry, I would like to read it in 
its entirety, and I am quoting now from this document, The Problem 


of Renewal: 


As yet no one knows what it costs to provide hospital, medical, and surgical 
care limited only by the needs of the patient. 

In two of the provinces of Canada, in England, and in France, hospital and 
medical care is being provided free to all who need it and the cost is being paid 
by a tax imposed on everyone whether they like it or not. The cost has been 
found to exceed all estimates, and may continue to increase. 

In Soviet Russia, health care, such as it is, is also available to all who need 
it, and it will probably continue to be one of the services provided by the masters 
in the Kremlin, in the quality and to the extent they deem necessary to keep the 
Russian people on the job. 

Of course, the Russian people are hardiy in a position to make any objections 
to this health care. If they do they will probably find themselves provided also 
with board and room, in a labor camp. Even in the Western democracies it will 
require more than 50 percent of the voters to make any effective objection to 
either the health care or to its cost. 

An insurance company is different. Be it stock, mutual, or nonprofit, it is 
still a voluntary association of free people to distribute the cost of health 
care over the whole group in the form of premium payments rather than to 
have it borne entirely by the victims of illness or accident. If any individual 
in the group feels that the cost is unreasonable he is free to withdraw. If costs 
are allowed to become too high, some individuals will withdraw, and because our 
people are free people, motivated by an enlightened self-interest, the in- 
dividuals who withdraw will be those who do not expect immediate benefits 
from their membership. Those who expect immediate benefits will continue, 
thereby again increasing the cost. This process will continue until those mem- 
bers who remain are all in the hospital attempting to pay hospital and medical 
bills each for the other. 

So the costs must not be allowed to become too high. Premiums must be 
kept within the budgets of large numbers of people. Normally those who can 
afford it can buy a better product and pay a higher price. But in insurance you 
are paying your money for services to be delivered far in the future. As demon- 
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strated above, it is entirely possible that the more you pay the poorer is your 
insurance. Because it won't be there when you need it. 

For health insurance you must be associated with healthy people, not sick 
ones. If your health is below par, or becomes below par you cannot expect 
to continue indefinitely in the group. Furthermore, when the ‘time arrives that 
you meet with an accident or that your health fails, you must be prepared to 
accept benefits, not based entirely upon your needs, but based upon your needs 
and limited by an amount which bears a reasonable relation to the amount of 
your current contributions, bearing always in mind that your contributions in 
previous years have been consumed in payment of claims, taxes, expenses, and 
the accumulation of reserves for contingencies. 

In an insured group then the members have a right to expect certain things 
from the management. 

1, They expect the management to design a plan, the cost of which large 
numbers of healthy people are able and willing to pay 

2. They expect the management to see to it that new members are healthy 
people. 

3. They expect the management to see that members unfortunate enough to 
become Claimants are paid, promptly and fairly. 

4. They expect also that the management, having paid fair and reasonable 
benefits out of the funds of the group, will see that the member who has benefits 
will, if his health is impaired and he continues in the group, thereafter make 
extra contributions to the funds of the group consistent with the extra benefits 
he may thereafter expect to derive from the funds of the group. 

To fulfill this last expectation your company has provided in its policies that 
the company may decline to renew any policy at any renewal date. This right 
to decline to renew is only exercised under two circumstances: 

(a) When it develops that the insured was actually not in good health when 
the policy was issued and was never actually qualified for membership. 

(bv) After benefits have been paid in such amount that the plan may be 
said to have fulfilled its function. 

Furthermore, the company has always been willing to rescind a decision to 
decline to renew in those circumstances under which it is possible to modify the 
policy by excluding benefits for loss due to a particular cause, provided of course 
that the policyholder is willing to accept such modification. 

Now after some years of preparation the company can also offer in many 
eases to continue policies without modification of coverage if the policyholder 
agrees to make an extra contribution designed to pay his share of the extra 
benefits to be derived from the funds of the group by those members having 
similar health history. 

In a different future it is possible that, without dictatorial or taxing powers, 
people may be persuaded to contribute much more than at present while they 
are healthy in order to derive greater benefits when they become ill. At present 
the rates necessary to enlist the membership of larger numbers of healthy people 
must necessarily put a limit on benefits both as to amount and as to duration. 

3ANKERS Lire & CASUALTY Co. 

OxuicaGeo 30, ILL 

The tragic side of this story lies in the vast difference between the 
glowing one-page advertisements and glib sales patter which is used 
to sell such policies, and then the stark realities of their shortcomings 
in time of medical need. 

It must be great comfort indeed for a person on the threshold of 
possible serious illness to receive a statement like the one I just read, 
informing him of his freedom to be without protection at a time of 
need, and telling him how fortunate he is not to live in a country where 
such protection is provided on a national basis. I doubt that the 
reading of such a statement would do anything to improve the mental 
outlook or the physical well-being of a sick reader. 

Ihe only type of prepaid health costs in our existing setup that 
comes anywhere near meeting the needs of the American people is the 
comprehensive-service, group-practice type of plan like Permanente, 
HIP of New York, Group Health of Washington and St. Louis, and 
a number of others I have mentioned earlier. 
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Such plans provide opportunities for ee ention through early diag- 
nosis and early treatment which nips illness in the bud. Experience e 
under such plans shows that in this way they reduce the incidence of 
serious illness and hold down medical costs. It is this feature which 
is so sadly lacking in other plans. 

Incidentally, as a result of the effect of preventive medicine and 
early treatment, the costs of such plans are not so high as one might 
believe. Dr. Baehr of the HIP of Greater New York has testified that 
the latest figures showed that medical care is being rendered by him 
at an annual cost of $36.36 per enrolled member. Even adding in 
some $20 a year for hospitalization insurance, we reach a total cost of 
only about $56 a year. This is comparable to the figures aponsed 
for 1950 by the Labor Health Institute of St. Louis, which showed 
that costs per enrolled member in that year were $38.26 for medica) 
and $12.73 for hospital care, or a total of $50.99 per year per person. 

The sad fact is that, with the exception of the extremely few com- 
prehensive group practice plans, our attempts to meet the problem 
of financing personal health services, impressive though they may 

appear in statistical tables, are woefully deficient in providing the 

American people with the kind of medical care they want and need. 

The sincere desire of the American people for a method of pre- 
paying medical care costs is evidenced by the phenomenal rise in the 
sale of health insurance and the rapid spread of union-negotiated 
health and welfare plans. The need is apparent in the fact, reported 
in a recent survey made for the Federal Reserve Board by the Mich- 
igan Survey Center, that 1 out of every 4 families of factory workers 
has medical costs. 

Many of these debts are relatively small in size. But some of them 
are fantastically large. I am submitting as a part of the record as 
an example of the crushing burden of medical costs, statements 
recently received from several members of the machinists’ union which 
indicate the high cost of medical care, in some cases, over and above 
insurance benefits. 

The Cuatrman. Those may be made a part of the record at this 
point. 

(The material referred to follows :) 

5416 3535p AVENUE SouTH, 
Winneapolis 17, Minn. 

Dear Dr. ———-: I welcome the opportunity of writing to you and 
hope it will be possible for you to answer a layman's questions in his language. 

Am married, have 4 children 12 to 23 years of age, and have experienced a 
great share of the ailments, from a parent’s viewpoint, a child usually has. 
We have been very lucky in that we, so far, have not had to experience a real 
emergency as far as medical treatment is concerned. My wife has had 2 cesar- 
ean sections, hysterectomy, 2 breast operations, tonsillectomy, ete. I have had 
two tonsillectomys and recently a ventriculogram. I have had an as yet undiag- 
nosed spinal injury of 7 years’ duration, which entailed hospitalization on 6 
different occasions. 

We have spent about $10,000 in our married life and at present have about 
$1,000 in outstanding medical bills. 

I am a member of local 1833, an employee of Northwest Airlines for almost 
10 years. Our average wage is about $4,000, which brings us to the questions 
in mind. 

Can you justify the medical profession charging $3.50 to $5 for an 8-cent shot 


of penicillin, $9.50 for laboratory tests that cost less than 50 cents, $25 or $50 
operations being billed at $200 or more, routine X-ray that cost $1.25 billed at 
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$10, and then the film is kept by the profession, blood transfusion that costs 
under $2 billed at $15 to $35? 

A 2-cubie centimeter ampule of histamine costs about 10 cents; out of that 
bottle I have been given 5 shots at $3 each. 

I have had supposed definite appointments to be in doctors’ offices at 8:30 a.m 
and not called until 6 p. m. In order to make the appointments I have had 
to take full working days off on about 100 occasions. Several times the doctor 
was not in. On 1 occasion I traveled 400 miles to keep a previous appointment 
only to learn the doctor was on vacation. 

These figures are from an article in the local daily paper. I have had similar 
experiences myself. To be specific I have paid $3 to $5 for one-half cubie centi 
meter of histamine, $10 for penicillin. We are one of millions of families faced 
with the same problem of giving our children what we believe adequate medical 
care at a price we can pay. We hear the medical profession must charge high 
prices because so many do not pay their bills. The true figures show they 
collect an exceptionally high percentage of bills presented. If bills are not 
paid by the individual the county in many cases pays even larger fees. 

The provision for paying bills while under country care is for some reason or 
other not taken full use of in some cases Specifically as some hospitals will 
not accept Blue Cross and Blue Shield, ete., policies. They would rather take the 
payment from the taxpayer than the insurance company who has already received 
payment for a service he has contracted to supply. 

The fees Blue Cross and Blue Shield are supposedly the average for certain 
procedure. How do you justify a surgeon charging three times the average? 
Specifically, we were charged $116 for a ventriculogram, the Blue Cross, Shield 
paid $35. 

I believe you are in a very unique position and sincerely hope it will be possible 
to present the workingman’s position to the AMA through the IAM. 

Yours, 
Howarp W. MICHAELSON 


STATEMENT OF ANTHONY BALLERINI, BUSINESS REPRESENTATIVE, LocaL Lopar 
No. 1327, INTERNATIONAL ASSOCIATION OF MACHINISTS 


This is an account of my actual experience with health insurance and the 
cost of taking care of health needs over and above what they allow. 

Since 1947 I have been covered by 2 health insurance policies: 1 underwritten 
on the health and welfare plan of members of my local lodge, and the other 
underwritten on the office employees of our local lodge. 

In February 1948, I began to have trouble which was finally diagnosed as a 
gall bladder crystallization with complications of the pancreas and liver. Mean 
while, I was treated on the basis of other diagnosed troubles. 

Over 5% years I had the services of 9 different doctors, and I underwent 3 
operations. 

Despite my “double protection,” over that period of time I paid out $8,300 
over and above the expenses taken care of by my health insurance 

I have paid fees to a surgeon over and above the indemnity provided by both 
insurance policies. Since I could not be paid for hospitalization by both policies, 
I have been forced to pay excess charges for hospital room over and above the 
amount allowed in a single policy. Neither policy provided for medicine used 
outside of the operating room, whether administered in the hospital or at home 
and this constituted a considerable additional charge. And neither, of course 
took care of charges made by physicians outside of surgical expenses 

On the basis of my personal experience, I cannot see how it is possible for 1 
of our average members who makes about $2.08 an hour, to bear the cost of 
medical care, especially outside of hospital and surgical charges 


WasHINGTON, D. C., January 5, 1954 
Dr. WILLIAM A. SAWYER, 
IAM Consultant, 
206 Machinist Building, Washington, D. C. 

Dear Str: I have been a member of Lodge 174 IAM for over 26 years. I think 
I need some advice. 

In 1948 while I was recuperating from one of my peptic ulcer spells (hemor- 
rhage), it was discovered that I had a little infection in my bladder, so they 
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vave me several shots of penicillin, for which they claim the infection had cleared 
up, but by the middle of 1950 I noticed an increase of frequency of urination, 
especially at nights. I inquired of a good urinarial specialist, he gave me an 
examination, cystoscope, etc., etc. He claimed that there was nothing wrong 
except for a little enlargement of the prostate, for which he said it is normal 
at my age of 53 at that time. But still I experienced trouble in November 1950. 
All of a sudden I found myself unable to urinate. I had my wife drive me to a 
doctor about 1 in the morning, so he irrigated my bladder, and he advised me to 
go to a urinal specialist that has more instruments and facilities than the first 
one. Sol go. He X-rays my kidneys, bladder probe for stones and cystoscope. 
He decided on infected prostate, so he proceeded to massage two times a week 
plus shots in the arm. Lasted from December 1950 to April 1951. All that time 
I experienced no real relief except that the urine flowed more freely, but always 
had that burning sensation and feeling to want to go. So finally I asked how 
long it must go. He said that what I have is something chronic and he hoped 
that I have enough patience, but I run out of money and patience, for I cancel 
the next appointment to go to a Veterans’ Administration hospital. They gave 
me the works and discovered the excess massages had irritated my prostate and 
my pocketbook too. They advised me to leave it alone. It helped for about 
6 months. It started again about November 1951, so I talked to the doctor my 
wife had visited, and he thought that I need male hormone (testosterone). He 
gave me 6 shots in about 3 weeks. After that he put me on pills. I experienced 
some real relief. 

I thought my troubles were over. I felt so good that he stopped me from 
taking any more pills, but he said for any time I felt recurrence I should resume 
taking such pills. About in August 1953 it started again. I resumed taking 
these pills, but it did no good. The recurrence was somewhat different—more 
severe, steady, accompanied with burning sensation; lasted 15 to 20 minutes 
after I urinated and also when I had a bowel movement. I went to the doctor 
again, and he discovered that I had too much acid in the urine, so he proceeded 
to prescribe pills, different 1 every week for 4 months. The last specimen he 
examined showed no acid, but I still suffered the same, so he suggested for me 
to go to another urinary specialist. In turn he sent me to the Georgetown Uni- 
versity Hospital. They gave me the works there for 10 days. They discovered 
that I had an infected bladder, so they proceeded to give me irrigation treat- 
ment until they discovered the type of germs so as to find the proper drug to 
kill it. So they decided that (illegible name of drug) was the stuff. I have 
taken it enough to see or to do me good, but I am afraid to say if it did any good 
or not. So far is almost negative, but the doctor give me further encourage- 
ment and further appointments and I fear it may be a repetition of the other 
one. So Iam writing you giving you the best details I know how so it may be 
possible that you may advise me a better procedure, for I am very very much 
discouraged, and I feeL lost. 

I work at the United States Naval Gun Factory, District of Columbia. I have 
about 28 years of service. I have no more leave of any kind. In fact, I owe them 
about 20 days of sick leave. I have borrowed money on my home, car, (7?) cashed 
defense bonds. Have a family. Now I only have 1 boy 16 with me. 

I cannot concentrate on my work on account my nerves are almost shot. 
Every 20 or 30 minutes I feel like I got to go. If I try to resist it, it starts to 
burn. I try to concentrate hard on something eise. Sometimes it works and 
sometimes not. So I hope you will be kind to me and find a way to get out of 
the hole, 

Truly yours, 
VINCENT J. QUINTA. 

Hoping that you have enough patience to figure out my writing. 


Mr. Hayes. I am convinced that the American people cannot have 
what they need and desire in the field of health service except through 
a national health program which includes some form of national 
health insurance. 

The first requisite of any effective solution to our health problem 
is that it must be a comprehensive, coordinated attack on every one 
of the problem’s various phases, shortages of medical personnel and 
facilities, the organization for maximum efficiency and economy, med- 
ical research, and prepayment of health care costs. 
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Eventually, I believe we in the United States shall come to the con- 
clusion that the only final solution to our health problem lies in a 
rounded national health program incorporating some form of national 
health insurance. 

I know of no other way in which the American people can prepay 
their medical care costs on a widespread basis. Certainly our present 
haphazard attempts have only scratched the surface lightly. 

As a member of the President’s Commission on the Health Needs 
of the Nation, I found myself in complete agreement with all of the 
Commission’s findings and with all but one of its recommendations. 

Miss Elizabeth Magee, a member of the Commission of the National 
Consumers League, Mr. Walter Reuther, president of the CIO, also 
a member of the Commission, and I joined in the following dissent 
on the Commission’s recommendations of financing personal health 
services: 

We are recording herewith certain objections and a dissenting opinion to 
the Commission’s recommendations regarding the financing of personal health 
services. 

Throughout its report the Commission has quite thoroughly analyzed the 
status of our Nation’s health, and recorded its findings in a comprehensive, 
courageous and forthright manner. This, however, is not true with reference 
to the majority recommendations regarding the financing of personal health 
services. The majority recommendations on these matters will not accom- 
plish the objectives of the Commission as stated throughout the report. Those 
objectives are stated as, “that all persons in the country should have ready 
access to high quality comprehensive personal health service.” 

Any legislation which would leave participation in a health or health insur 
ance program to the option of each State, or which would be dependent upon 
special kinds of organizations of medical personnel, could not possibly accom- 
plish the objective of giving ‘all persons in the country” ready access to high- 
quality comprehensive personal health services. In fact, such legislation would 
discriminate against those persons whose States chose for any reason not to 
participate. 

If the basic recommendations in the Financing of Personal Health Services 
section of the Commission's report are to be considered as a means of achieving 
the objectives set forth throughout the report, then the participation of every 
State must be assured by Federal statute, or the Federal Government must 
make such health services available in those States which for any reasons do 
not participate. In the event this cannot be accomplished for any reasons, 
then the objectives set forth throughout the report and heretofore referred to 
should be accomplished through a National Health Insurance Act supported by 
joint employer-employee contributions and tax revenues. 

This still represents my viewpoint on the subject. 

We are practical people, however. Union officials get that way in 
the give and take of collective bargaining. And, since it appears that 
the chances of achieving the ultimate solution in the near future are 
fairly remote, we will cooperate in any program which is a step in 
the right direction. 

Any limited program, like the ultimate program, should be con 
sidered as a unit rather than on a piecemeal basis. The companion 
bill approach which the chairman of this committee has undertaken 
is one method of handling the matter on an integrated basis. 

The minimum program which should be undertaken at this time, it 
seems to me, should incorporate the following features: 

Federal grants to schools of medicine, dentistry, and nursing, and 
other institutions for the training of other medical personnel and 
Federal scholarships to worthy young people who would not other 
wise be able to bear the financial cost of a medical education. 
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2. A continuation and broadening of the existing Hill-Burton 
hospital construction program, with more emphasis on modernizing 
existing facilities, and some provision for the establishment of hospi- 
tals in rural and remote areas, perhaps as branches of metropolitan 
hospitals, 

3. Some means of fostering and promoting the development of 
group medical practice. This is essential to the more effective use of 
existing personnel and facilities. Despite strong objections from the 
medical profession, and laws prohibiting group practice in some 
States, group practice is made essential by the complexity of modern 
medicine. As a matter of fact, the medical profession is already 
engaging in group practice, especially in metropolitan areas, with 
patients being referred from one specialist to another at considerable 
inconvenience, delay, and expense. It would be much more efficient 
and far less expensive to integrate all facilities under one regulated 
administrative body. This also would do away with the very objec- 
tionable fee-splitting arrangements now practiced by some physicians 
ve send a patient from one specialist to another. 

. The research and community programs of the United States 
Public Health Service should be further developed. It is tragic, I 
think, that in the past year the Service has suffered cuts in appropria- 
tion which drastically curtailed existing programs. The cut in the 
Service’s Occupational Health Division alone totaled $125,000— 
nearly a third of the preceding year’s budget. As a result, the Serv- 
ice was forced to abandon a number of essential surveys, research pro- 
grams, and informational activity, which had a particularly adverse 
effect upon the majority of employees who work in smaller plants. 
Surely this type of so-called economy is more truly stinginess. 

A national system of insurance for catastrophic illness to help 
people bear the extreme costs which veel from the long neglect of 
their health under our existing inadequate facilities. The need for 
this type of program will diminish as more and more of our people 
have access to health education, preventive medicine, and early 
diagnosis and treatment, and will completely vanish with the institu- 
tion of national health insurance. 

Federal assistance to existing commercial and nonprofit health- 
insurance systems to enable them to offer comprehensive health insur- 
ance at reasonable cost. This may be done either in the form of 
subsidies or through a system of reinsurance as proposed in H. R. 
6949, the Wolverton bill. In either case, the assistance must be accom- 
panied by strict Federal standards governing the types and costs of 
insurance offered and the practices of the companies offering them. 

Some form of assistance in obtaining proper health care to the 
BO of Americans whose incomes are so low as to prohibit their 
taking advantage of even the types of protection made possible by 
the suggested Federal assistance to insurance companies and nonprofit 
health: organizations. 

The number of persons in this category is great. According to the 
Bureau of Census of the Commerce Department, there were in 1949 
some 38 million persons in nearly 11 million families whose incomes 
were less than $2,000 a year. In addition, there were over 3 million 
people outside of family groups earning less than $500 a year. 

Certainly no program would be complete without making some 
provision for this large group of more than 40 million Americans 
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who would be unable to take advantage of the other parts of the 
program because of their severe financial limitations. 

We suggest that that problem could be met through some sort of 
National Health Loan Agency which would make loans available to 
low-income families and individuals for the purchase of comprehensive 
health insurance. 

Such loans would bear low rates of interest, and be made with the 
understanding on the part of the Government that a percentage of 
the money loaned—perhaps a large percentage—would eventually 
take the form of grants. 

I can see no objec tion to this proposal on the basis that the Govern- 
ment would be subsidizing a group of its citizens. Certainly the Gov- 
ernment, through the Commerce and Interior Departments, renders 
continuing aid to business. And loans have been made to “sick” 
business over a period of many years through the Reconstruction 
Finance Corporation. 

I have no objection to aid to business by the Federal Government. 
Indeed such governmental activity, properly designed and adminis- 
tered, benefits the entire economy. In the same way the entire Nation 
stands to gain from the improved health of its citizens, and funds 
devoted to the health of the Nation will result in widespread economic 
benefits. 

Of course, such a program as assistance to low-income families and 
individuals will entail cost to the Government, just like all other 
phases of the proposed interim program. 

But, when we discuss the cost of taking care of our health problem, 
we must be constantly cognizant of the fact that we do not avoid costs 
by failing to deal with our health problem. It is not a question of 
whether or not we pay for our health, but how we pay, and what we 
get in return. 

The loss of time, manpower, production, and income that result 
from illness, physical deficiencies, and premature death is a total loss. 
There is no future benefit to be realized. It is a net drain upon our 
economy, our manpower, our productive capacity, and our defense 
potential. 

The cost of solving our health deficiencies, on the other hand, 
not net cost. Rather, society stands to gain markedly in finance ial « as 
well as human values by solving the problem. Let me illustrate. 

In 1951, 66,193 physically handicapped men and women were re- 
habilitated and placed in gainful employment—by the State-Federal 
rehabilitation program. 

Three-quarters of these handicapped were unemployed when they 
began the rehabilitation process. Nearly one-half were dependent on 
their families. One out of every 8 was on relief. Their combined 
annual incomes totaled $16 million, less than $250 apiece. 

Largely, then, they were an unproductive group, dependent in large 
measure upon their families and on society. 

It cost society, through the State and Federal Governments, about 
$100 million to rehabilitate them physically and vocationally and 
place them in suitable jobs. 

That was the gross cost of restoring 66,193 handicapped persons to 
the status of self- respecting, self- supporting members of society. 

Certainly that was a small price to pay for such a gain in human 
values. But there was also a financial gain, too. 
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The Office of Vocational Rehabilitation estimates that the imeome 
of the group increased from $16 million in the year before rehabilita- 
tion to $116 million in the year after. Thus, in the first year, the 
increased earnings of the group exactly equalled the cost of the re- 
habilitation process. 

But that is not the whole story. 

It is also estimated that Federal income taxes paid by these people 
in the first year after rehabilitation amounted to $9,200,000. At that 
rate the Federal Government will recover its entire share of the re- 
habilitation cost in about 6 years, solely from such income taxes. 

The real cost so far as the handicapped are concerned, lies not in 
rehabilitation but in failure to rehabilitate. 

Much the same thing is true in the field of health. To say, as some 
do, that we cannot afford the cost of solving the national health prob- 
lem is to evade the issue. We are paying the cost now, a tragic cost, a 
wasteful cost, in needless suffering, early death and the loss of income, 
profit and production. 

This is the cost we cannot afford. The cost of meeting the health 
problem would be a temporary outlay which would be more than re- 
covered in the better health, greater productive capacity and increased 
earning power of the American people. 

An official of one of the 200 St. Louis firms who are paying for com- 
yrehensive medical care for their employees under the Labor Health 
institute summed it up recently when he said: 

We're in this for selfish as well as humanitarian reasons. Healthy workers 
certainly are better than sick ones. 

And healthy citizens are certainly better than sick ones from the 
national viewpoint. Through a well-rounded and eventually complete 
national health program we can make our Nation more truly than ever 
before a symbol of the value of freedom in bringing hope and progress 
to its people, and a strong bulwark against the forces of communism. 

The CuatrMan. Mr. Hayes, I am certain that I express not only my 
own opinion but that of the other members of the committee when I 
say that this is an exceedingly strong endorsement of the program of 
national health, and in view of the fact that it has been based on the 
experience gained by yourself through so many of your activities 
and through years of interest in the subject, it comes as a clarion call 
for something to be done now. That is now, and not in the future. 

I certainly hope as you have indicated in your remarks that we may 
continue to have the benefit of your help. One of the most encourag- 
ing things that has come to me and to the other members of this com- 
mittee is the willingness upon the part of many of you who have 
had experience to assist us in this labor which is not light. It is rather 
heavy. It isa task that is a difficult one. We will need all of the help 
that we can get. We certainly are pleased with the part that you have 
taken today, this contribution you have made, and your willingness 
to be helpful i in the future. 

Are there any questions ? 

Mr. Dorutver. Mr. Hayes, you are the head of the International 
Association of Machinists. 

Mr. Hayes. Yes, sir. 

Mr. Dorxiver. And that is an affiliate of the American Federation 
of Labor, is it not? 


Mr. Hayes. Yes, sit 
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Mr. Dotiiver. Just quite recently ! 

Mr. Hayes. Well, several years back. 

Mr, Dover. Relatively recently. 

Mr. Haves. Yes. May I qualify that? We were one of the found- 
ers of the American Federation of Labor. We were out for a very 
short period of a few years, and we are now back. 

Mr. Docaiver. But you are now affiliated with the American Fed- 
eration of Labor ? 

Mr. Hayns. Yes. 

Mr. Dotaitver. Now, your international association has many locals 
scattered all over the country. 

Mr. Hayes. Approximately 2,000, including those in Canada. 

Mr. Dottiver. Do any of these locals of the International Associa- 
tion of Machinists have health programs in connection with their 
union contracts ¢ 

Mr. Hayes. Approximately 61 percent of our membership are 
covered by negotiated health and welfare plans. 

Mr. Dotuiver. Are those plans uniform or do they vary in different 
parts of the country ? 

Mr. Hayns. They vary. The variation is not great. When we are 
talking about negotiated health and welfare plans, they have one thing 
incommon. They are all inadequate. 

Mr. Douiiver. They are all inadequate ? 

Mr. Hayes. Yes. 

Mr. Dottiver. Well, now, let us explore that a little. In what 
respect are they inadequate ? 

Mr. Hayes. The coverage is inadequate. It does not cover the 
day to day health necessities of the average worker. The coverage 
is very similar to the coverage of Blue Cross and Blue Shield and 
policies of that kind. It is usually accompanied by some sort of life 
insurance policy. 

Mr. Dottiver. Well, now, just to see if we can get a picture of these 
contracts, are those contracts generally between the union and a clinic 
of some kind, in a place wher e the local is or ganized ¢ 

Mr. Hayes. In the majority of cases they are not. They are based 
on the indemnity principle. The employer pays the premium and in- 
surance companies handle the policy. Pacific Mutual handles many 
of our policies. There are probably 5 or 6 different insurance com 
panies, and perhaps more, that handle our various policies. 

Mr. Dottiver. Is this difficulty that you alluded to about the can 
cellability of these contracts, does that apply to your union contracts ? 

Mr. Hayes. No. 

Mr. Dotxiver. You have safeguarded that with your union health 
contracts, have you not ? 

Mr. Hayes. Yes. 

Mr. Dotuiver. So a man cannot be canceled out just at the whim 
or under the contract in any way ? 

Mr. Hayes. That is correct. However, he is not covered when he 
loses his job or when he moves from one place to another, in most cases. 
It does not exclude the aged, either. They are covered as well as the 
younger people. May I stress again, notwithstanding those features 
as compared with some of the private insurance policies, they are still 
wholly inadequate. 
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Mr. Dotiiver. There are two aspects of this problem that are of 
particular interest to me, or rather contrasting aspects, I may say. 
One is the question you have alluded to in your statement of health 
examinations and preventive medicine. Is that covered in these con- 
tracts to which you have alluded, which your locals have? 

Mr. Hayes. No, it is not. 

Mr. Douxiver. Would you say that that was one of the weaknesses 
of the contracts ? 

Mr. Hayes. It is one of the many weaknesses of the contracts. J 
think the weakness of the contract is that it is not comprehensive, and 
I think that nothing short of a comprehensive policy will solve the 
problem of the average person, of the average worker, of the average 
plain person in the United States. 

Mr. Doxitver. Then the other aspect is this: On a question of a 
catastrophic illness, do your local contracts cover such a thing as that? 
Suppose a man is stricken with muscular dystrophy or some diseases 
presently incurable. Is there a limitation on the amount of indemnity 
that he can get under those circumstances ? 

Mr. Hayes. The amount is so small that-you could hardly call it a 
limitation. There is a token payment and that is just about what it 
amounts to. 

Mr. Dotiiver. Do you recall what that would be ? 

Mr. Hayes. Incidentally, we have copies of our principal plans, 
and we would be very glad to furnish copies to the committee. 

The CHamman. | think it would be well for you to do so, if you will 
make that a part of the record. 

Mr. Hayes. I will be glad to do so, and the copies which we furnish 
you will have specific information as to their coverage. 

(A typical plan follows: ) 


Program for Automotive Machinists, Lodge No. 289—Schedule of benefits except 
for life, all other benefits are nonoccupational coverage 


| | | 
| Accidental | Accident and 


| Life in | death and sickness 
surance dismember- weekly 
ment benefits 
= ition :clbaskalibipetpigicoean So Be a 
All employees : neni $1, 000 $1, 000 | $25 


' 

Accident and sickness weekly benefits begin on the first day of accident disability 
and on the eighth day of sickness disability and continue for a maximum of 26 
weeks during any one continuous period of disability. 

The following medical service benefits for all employees are available to you 
and your eligible dependents—i. e., your wife and unmarried children between 
10 days and 19 years of age. 
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Maximum amount for 


Employee Dependent 


Hospital bills: 
Daily benefit for room and board, up to $10 $8 
Payable up to a maximum of 70 times the daily benefit for employees 
and 35 times the daily benefit for dependents 
Other haspital charges, maximlum amount 350 160 
Ambulance—per trip to or from a hospital, up to 10 10 
Maximum per disability, $20, 
irgeon’s fees: In accordance with the schedule of operations in this booklet, 
up to 300 240 
Maternity: For all expenses (except surgery) of pregnancy, childbirth or 
miscarriage 


(a) If confined in a hospital, up to 80 80 

(b) If not confined in a hospital 40 410 

(c) Payment per week (for 6 weeks) under accident and sickness benefits 25 None 
Doctor’s treatments 

a) Ata doctor’s office, up to 3) None 

b) In the hospital, up to 3 None 

c) At home, up to 5, None 


Payment will be made from the Ist day of treatment for accident 
or sickness 


Maximum payment in any 6-month period 250 | None 

Diagnostic X-ray and laboratory examinations: For any one accident or in | 
any 6-month period for sickness 25 | 25 
Supplementary accident expense 300 309 
Poliomyelitis 4 S ie 1, 500 | 1, 500 


Every bew employee who has worked 75 hours in any one month shall become 
eligible for benefits as of the first day of the following month. 

Eligibility shall continue so long as such employee shall remain employed and 
works 75 hours or more in the preceding month. 


Mr. Dotuiver. The lack of coverage for catast rophic illness is an 
other weakness of some of these plans, is that right ¢ 

Mr. Hayes. Without question. 

Mr. Dotiiver. Now, maybe you will express an opinion on this and 
if you do not care to, I am not going to quarrel with you. Which of 
those weaknesses do you think is the more important? Is it the ques 
tion of catastrophic illness and the lack of coverage for that, or the 
question of medical examinations and preventive medicine? Which is 
the greater weakness, or which is the more important, let us say. 

Mr. Hayes. I am not a medical man, of course, but it is my judg- 
ment that it is much more important that we have health education 
and an opportunity for preventive-health care, because I think that 
much of our so-called catastrophic and long-term illness is caused by 
early neglect. If we have got to choose between one or the other and 
I sincerely hope we do not, I think we can take care of all of those 

Mr. Dotutver. I did not mean to put it that way. 

Mr. Hayes. If we must chose between one and the other, and I am 
sure we do not need to, I would much prefer to let catastrophic illness 
go for a while and concentrate on giving our people an opportunity to 
become educated as to the advantages of good health and give them an 
opportunity for prevention of disease and early diagnosis and 
treatment. 

If we do that in time as our generations change and the old genera- 
tion dies off, and so on, we will not have nearly as much catastrophic 
illness. 

Mr. Dotauiver. Thank you, Mr. Chairman. 

The Cuarrman. Arethere any further questions? 











1732 HEALTH INQUIRY 


Mr. Petry. Mr. Hayes, I have been particularly interested in listen- 
ing to your testimony “because I represent a great many of your mem- 
bers of the Boeing Airplane C o., and the Puget Sound Naval Shipyard, 
and I tried, in listening to the various witnesses, to put myself in the 
place of the people I represent. I was tremendously interested in the 
Permanente Plan and Mr, Kaiser’s testimony, and 1 thought to myself 
if 1 could pay $3.25 a month and protect myself, and have preventive- 
medical care, it would be reasonable to me under what I am earning, 
and provide me with both hospital and medical care. ‘That appealed 
to me. 

But on the other hand what would happen after the 111 days of 
hospitalization which that plan covered; what would happen after 
that if I had a permanent long illness? It seemed to me that that is 
where I needed insurance. I could protect myself to a point, but 
beyond that I could not. That is why I am interested in your answer 
or attempt to answer the question of my colleague, Mr. Dolliver, when 
he asked you as to the relative need of medical care or protection 
against catastrophic illness. 

It has always seemed to me that if you take out insurance, you 
take it for the things that you yourself cannot protect yourself 

gainst. We insure our automobiles, and maybe we take $50 de- 
ductible, because we can pay that much, but we cannot afford to pay 
beyond that. 

I thought as far as Federal legislation is concerned, getting into this 
field at this time, we should try to augment the coverage that people 
cannot afford. 

Mr. Hayes. Unfortunately, Congressman, the type of health insur 
ance and policies that would cover catastrophic or long-term illness 
are so far beyond the financial reach of the plain people im the United 
States that there is no need to talk about them, as far as the ordinary 
workers are concerned, because very few can afford to buy them. 

Mr. Petry. That is why I was wondering whether maybe the Fed- 
eral Government should not enter into this because people could not 
afford to buy them. 

Mr. Hayes. I certainly agree that the Federal Government must. 
I think it is the obligation of not only the Federal Government, 
but of the State governments, as well, to provide adequate care for 
the victims of catastrophic and long-term illness. 

Mr. Youncer. Throughout your presentation you keep talking 
about insurance. The other present: itions that have been made here 
draw rather a distinct line between insurance in the way of indemni- 
fying somebody for health treatment by a physician, as against be- 
longing to an organization such as Permanente. Permanente em- 
phasized that fact, and Mr. Kaiser emphasized that theirs is not 
insurance, and yet you emphasize insurance all the time. That is 
against their program, yet you advocate their program which they 
say is not insurance, and they do not want it called insurance, as I 
understand their presentation. 

Mr. Hayes. Well Congressman, I think in the first instance it is 
insurance against illness, and then when illness strikes, it is insurance 
understood their presentation. 

I would like to make a point with your committee here. I have 
sat here for several days and listened to many witnesses, and, inci- 
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dentally, I want to compliment the committee on the objective manner 
in which they have asked questions. I certainly think it indicates a 
sincere interest on the part of the committee. However, there is 
one thing that struck me, and that is that almost everyone talked 
us though most people in the United States have an opporunity to 
it some time or other either by health insurance or to affiliate with 


. group, either through a union or in some other way. ‘That is not 
i fact. I think that the majority of the workers in the United 
States do not have access to group plans at all. They are not in a 


position where they can take advantage of group plans lke HIP 
or Permanente, or the plan of St. Louis or Washington, because they 
are not members of labor unions, and they are not members of any 
other type of organization that has a special interest in the health field. 

Their lack of education and their lack of knowledge with regard 
to what is available to them, even through the United States Public 
Health Service in the field of health, it is really appalling. ‘These 
millions of people, by far I think the majority of our working popu 
lation, really do not have access to the things that are even available 
to them today. 

do not believe that even the encouragement of group practice is 
the answer to our problem. We must do much more than that. 

Mr. Youncer. For instance? 

Mr. Hayes. I think we through the Public Health Service or 
through the new Department of Health, Education and Welfare, must 
put on, an educational program to educate the people of our country 
as to the advantages of good health. Then we must make those ad- 
vantages available to them through some other way. But I think that 
the Federal Government must take the lead. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Heserton. I think I have only one question, Mr. Chairman, 
unless it has already been asked. Have you commented on the four 
bills the chairman introduced, Mr. Hayes ¢ 

Mr. Hayes. I have not commented in detail. I said that I believe 
that that was a proper approach because we had to attack all of the 
phases at the same time. 

Mr. Hesetton. That is, you feel that the objectives and main points 
of the bill are useful approaches / 

Mr. Hayes. I think that they are a step in the right direction. I 
would prefer that this committee went further in their recommenda- 
tions and that the Congress would go further also In their action. 

Mr. Hesevton. I noted that you mentioned the fact that you are 
realistic, and we of course have to be somewhat realistic on our part. 
[ cannot speak for the administration but assuming that the adminis- 
tration does make recommendations along this line, would you believe 
then that a good deal had been accomplished if this committee could 
work out recommendations to the Congress and have bills like these 
passed at this session ¢ 

Mr. Hayes. Yes, provided that any plan to reinsure the risks, and 
I think that that is what it is, of the private insurance companies, or 
to subsidize them in any way, certainly would have to include some 
very rigid minimum standards of the Federal Government. 
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Certainly it would have to include some regulation of costs, but 
certainly it would have to provide for a much more comprehensive 
coverage than most of these plans now include. 

I think I frankly believe that most of the people of our country 
misunderstand the extent of private health insurance plans. They 
are not nearly as good as many people believe they are, and they are 
not nearly as good as their advertisements mislead the people to believe 
they are. 

With your permission, Mr. Chairman, I would like to direct your 
special attention to one of the documents attached to this statement, 
which is merely an indication of how these work out in individual 
cases, 

This is a case involving one of the members of this organization. 
I believe it is the last page, and the heading is “Statement of Anthony 
Ballerina, Business Representative of Local Lodge 1327.” While I do 
not desire to read the statement now, I want to brief it in this way. 

Here is a man who carried health-insurance policies with two or- 
ganizations. He has been doctoring since 1947. His two companies 
have paid off all the claims according to the requirements of the 
policies. Yet he was forced to spend $8,300 of his own money for 
doctor bills and medication and various kinds of X-rays and treat- 
ments in that period of time. 

You can multiply that many, many times, and you will have some 
idea of what that problem amounts to. 

The Crarrman. If there are no further questions, Mr. Hayes, I 
would feel it appropriate to express to you again, and I wish I could 
find words that would adequately do it, our appreciation of the inter- 
est you have taken in the matter. 

As I previously said both before these hearings and during these 
hearings, we are counting largely upon the experience of groups such 
as your organization to be helpful to us in drawing legislation. 

While it is true that I have introduced some bills, I have never 
wanted those bills to be considered other than provocative of thought 
and consideration by those who have had far more experience than I 
have had. I would not want it to be assumed that the bills which have 
been introduced are such that they would be necessarily acceptable in 
their present form, nor adequate in their present form. I have felt 
that they are signposts pointing the way toward an objective which it is 
our hope we can attain. While it is necessary for us in matters of legis- 
lation at times to be realistic, the same as you have indicated that 
unions must be realistic, yet that does not deter us from losing sight 
of our final objective, in the hope that if not immediately, we can 
within reasonable time reach the conclusions we wish that we could 
adopt immediately. 

In other words, if we are realistic and because of being realistic we 
find it is necessary to accept something less than what we think it 
should be, I would not take it that that would end our labors by any 
means, but merely be an additional encouragement to press on until 
we could accomplish and have the type of program that we are so 
anxious to have for the benefit of our people. 

The work that is being done by labor unions outside the field of 
legislation, by collective bargaining, is making a great contribution to 
this whole subject and undoubtedly will prove helpful through the 
years to come as we study this whole question. 
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You as a representative of labor and the gentleman who is to follow 
you on behalf of the organization for whic h he speaks, to both of you 
I want to say that we want you to feel that we think you have made 
a great contribution already, and your willingness to persevere is an 
encouraging sign that something eventually will be done. 

Mr. Haves. Thank you. May I thank you, Mr. Chairman, and the 
other members of the committee, for the courtesies extended to me. 

The Cuaimrman. Our next witness is Mr. Frederick Umhey, execu- 
tive secretary of the International Ladies Garment Workers Union, 
AFL. During the war, he was a consultant to the War Department. 
He was cited “by Secret tary Patterson “for meritorious service.” 

He has long been active in many phases of health work. He is 
secretary-treasurer of the Union Health Center of New York, spon- 
sored by the ILGWU. This is the oldest operating union health plan. 
He is also secretary of the ILGWU Health and Welfare Foundation, 
which operates 14 health centers and clinics in various parts of the 
country, including 2 in New Jersey (Newark and Camden). 

He is also chairman of the A. F. of L. committee for the infantile 

alysis foundation and a member of the board of directors of the 
New York Cancer Committee. 

He served on the advisory committee on unemployment compensa- 
tion for the State of New York from 1940 to 1951, being appointed by 
Governors Lehman and Dewey. 

He was also appointed by Governor Dewey as a member of the board 
of trustees of the Fashion Institute of Technology and also as a trustee 
of the Institute of Applied Arts and Sciences. Both of these institutes 
are part of the University of the State of New York. 

In 1949, along with other labor leaders, he met with the AMA coun- 
cil on medical service in an effort to work out an agreement on volun- 
tary health insurance plans. This effort failed because of crippling 
amendments passed by the house of delegates of the AMA. We are 
pleased indeed to have you as a witness before us today, Mr. Umhey, 
and we regret the fact that the time of day and the engagements of 
the members have become such that it is not possible for us to have as 
full attendance as we would have liked. 

As you give your statement, you may be assured as it becomes a 
part of the record in our hear ings, it will have the attention of the full 
committee. 

I hope that you will not be discouraged from proceeding and giving 
us just as full a statement as you feel the situation warrants. 


STATEMENT OF FREDERICK UMHEY, EXECUTIVE SECRETARY OF 
THE INTERNATIONAL LADIES GARMENT WORKERS UNION 


Mr. Umney. The International Ladies Garment Workers Union 
has a long and proud history as a pioneer in the field of health protec- 
tion. Today, that history is capped by an integrated system of health 
centers and health benefits which provide at least basic protection to 3 
out of every 4 of its 436,000 members. And yet, useful as our achieve- 
ments have been, we are aware that they have only touched the bare 
surface of a deep and pressing problem. It is that awareness which 
brings me here today. For it is clear that if our Nation is to have a 
res ully comprehensive program of health protection, that program 
must be laid down by the type of legislation now before the committee. 
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Before I go into our position on such legislation, the committee may 
find a brief description of our own health activities helpful in its con- 
sideration of the problem. Basically, they date back to 1913 when 
our first union health center was established in New York City. It 
was then, as it is now, designed not to solve the total health problems of 
our members but to furnish them with at least minimum medical serv- 
ices onan ambulatory basis. Until 1945 the medical services were paid 
for almost wholly by union members at a nominal charge of $1 a visit 
and by direct subsidies from the union’s general funds. Since then, 
most of the services furnished by the health center are paid for by 
contributions from our union-administered employer-financed health 
and welfare funds. 

Our New York center occupies 6 floors of a 27-story building which 
it owns in the heart of the Manhattan garment area. A staff of 176 
physicians services the center. It is directed by a physician, who re- 
ports to a board of directors made up of union officials. It carries on 
the usual diagnostic work common to an ambulatory clinic, with spe- 
cial emphasis on routine screening procedures as a preventive medi- 
cal measure. A limited amount of therapy is also done. The under- 
lying need for even such minimum medical services was vividly 
brought home to us when we inaugurated the employer-financed pre- 
paid plan in 1945. Individual services rose from 125,000 in 1944, be- 
fore the institution of the prepaid plan, to 566,000 in 1952. 

The New York health center has served as the pattern for the 14 
other centers we operate throughout the country. In addition to 
these health centers, we operate several mobile units which consist of 
teams of trained technicians who visit our factories and are equipped 
to take diagnostic specimens and chest X-rays of our members. Re- 
sults of such tests are then submitted to our physicians who then con- 
sult with the member’s private physician. We have been anxious to 
expand the services we render our members but in some areas have 
been hampered by the reluctance of local medical societies to permit 
us to go beyond simple diagnostic work. For example, in one area 
we were told that we could tell a worker her eyes were bad but could 
not issue a prescription to correct the defect. 

In all cases, the centers and mobile units serve as adjuncts to our 
health and welfare plans. The benefits under these plans are pro- 
vided by trust funds which are financed wholly by employers who con- 
tribute from 1 to 5 percent of their payrolls to such funds. They 
include cash payments for disability, hospitalization benefits, surgi- 
cal and maternity benefits, eye conservation care, and tuberculosis ben- 
efits. In almost all cases, because of the large demand for such bene- 
fits and the relatively limited funds available to meet such demand, 
the benefits of our funds may cover only part of the costs incurred by 
the sick or disabled workers. Even within these limits our funds 
expended approximately $1114 million in 1952 for such benefits. 

Proud as we are of the ILGWU’s achievements in this area, we 
recognize that they represent at best only a partial answer to our 
members’ health needs. For it must be remembered that they were 
designed to fill a vacuum, that they have all the drawbacks of a stop- 
gap approach. They do not take care of really long-term illnesses. 
For the most part they make provision for only our members, and 
not for their families. Wide areas of needed assistance, such as 
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dental care, are completely omitted. In many areas we have been 
limited by the organized medical aristocracy to diagnostic services— 
and have not been permitted to carry through with therapeutic care. 
Our surgical benefits in many cases cover only a small part of the 
worker’s bill for surgery. 

We are proud of our achievements, but we are realistic enough to 
recognize that they do not represent. anywhere near the complete 
answer to our members’ needs, nor do they represent a pattern which 
would necessarily be feasible for all other organized groups. We 
recognize that the answer must he in a national pattern applicable 
to all persons, whether organized or not, and that such a national 
pattern can come only in the form of Federal legislation. 

It is for this reason that our membership, at its last convention in 
May 1953, urged the adoption of a national health insurance program 
which would, in their words, “assure every person in the country 
ready access to high quality, personal health service.” Our conven- 
tion unanimously stated that “We believe that national health insur- 
ance is one of the most important matters of unfinished business facing 
the Nation. We strongly urge that it be made a reality quickly.” 
Toward that end, our convention strongly supported the enactment of 
the recommendations outlined by the President’s Commission on the 
Health Needs of the Nation. We believe that only by such a compre- 
hensive program, involving a broad program of taxation which will 
directly aid individuals seeking health services rather than subsidizing 
groups which provide such services, will a truly comprehensive pro- 
gram of health insurance be really effectuated. 

I take it, however, that whatever the ideal proposal may be, the two 
types of bills for health legislation which are most likely to engage 
the attention of this Congress are those which would give income-tax 
exemption for medical expenses and those which would in one way 
or another subsidize voluntary prepaid health-insurance plans. 

As to the tax exemption proposals, their attractive features should 
not blind us to their limitations. Some bills, such as Representative 
Keating’s proposal, would permit the deduction of all contributions 
made to any kind of health-insurance plan. Others, such as Senator 
Ecton’s bill, would eliminate limitations on the amount of medical 
expenses which may be deducted. While these proposals recognize 
that something must be done to ease the burden of medical costs, 
their value is extremely limited. 

First, they would help only those persons who pay on income tax. 
And out of every 7 income-tax returns, about 2 do not entail any tax 
payment at all because the taxable income is too low. Families with 
over three children would not gain substantially because their income 
tax is likely less than “the $60 to $125 they are already paying for 
private health-insurance programs. ( ‘ouples ove r 65 who do pay taxes 
unless their income exceeds $2,400, would gain little since most of them 
have incomes less than this. Those who would benefit most are the 
1 out of 5 whose incomes are over $5,000. Even the benefit to these 
would be of little value under the proposals which would permit 
the deduction of contributions to voluntary health-insurance plans if 
such persons do not live in areas which provide plans covering most 
medical expenses. 
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In short, income-tax deductions for medical expenses or contribu- 
tions to health-insurance plans would be of real benefit to very few— 
and then to those who need it the least. The benefit would be at the 
direct expense of the United States Treasury and therefore at the 
expense of every United States taxpayer. Moreover the enactment 
of such proposals might, from a purely political point of view, under- 
mine the drive for a really comprehensive national health-insurance 
program. 

I take it that at the moment the two proposals for such a national 
health-insurance program which have any realistic chance at this 
session are those embodied in the proposed National Health Act of 
1953, some by Senators Ives and Flanders and Representatives 
Hale, Javits, and Scott, and Representative Wolverton’s reinsurance 
program. I believe that both are basically sound in their intent and 
are worthy of the serious attention of the Congress and the support of 
all who are interested in a truly effective national health-insurance 
program. I feel that their approach is right because both proposals 
offer a plan of insurance which is nationwide in application; both 
exclude the outmoded means test, and both require comprehensive 
medical and hospitalization service. 

However, both the Ives-Flanders and Wolverton proposals suffer 
from one basic drawback, which I believe this committee should seri- 
ously consider. Both programs are designed to subsidize not in- 
dividuals but voluntary health-insurance programs. And yet it has 
been our experience that the vast majority of those who are in most 
need of a health insurance have, in fact, not found it easy or 
feasible to join such programs, without a direct and immediate in- 
centive. Thus, despite the tremendous increase in private insurance 
plans, only about 3 in every 100 Americans are protected by really 
comprehensive insurance plans. When a serious illness strikes, 4 out 
of 5 Americans still need some form of financial help to get adequate 
medical care. Therefore, unless some form of direct incentive is given 
to the individual—not just to the health plan—it may well be that 
the worthy aims of the Ives-Flanders and Wolverton plans will 
largely be dissipated. 

Moreover, it will do very little good for Congress to provide funds 
to voluntary health-insurance programs if such programs are not 
permitted to exist by organized medical groups. The present road- 
blocks set up by medical groups in the path of independent health 
plans will make circumstances, whatever legislation is passed by Con- 
gress, a dead letter as far as millions of Americans are concerned. 
Therefore, as I shall detail later in my statement, I suggest that as 
part of any plan to subsidize voluntary health-insurance programs 
the Congress must make certain that its intent is not thwarted by the 
organized medical aristocracy. 

Turning to the bills themselves, I believe there are ee areas 
in which the proposals can be improved. The Ives-Flanders bill, for 
example, requires that all approved prepayment health plans be ad- 
ministered by corporations. In point of fact, many such plans, par- 
ticularly those which have been set up under collective-bargaining 
agreements, have taken the form of trusts rather than of corporations. 
Such plans would be excluded under the terms of the bill. I sug- 
gest, therefore, that this section be amended to permit the inclusion 
of nonprofit prepayment plans which are not corporate in form. 
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The Ives-Flanders bill also requires that such plans provide bene- 
fits not only for covered persons, but to their dependents as well. In 
many cases existing collective-bargaining plans provide for benefits 
only to employees and not to their families. I suggest that this pro- 
vision be amended to make the coverage of dependents permissive 
rather than mandatory. 

The Ives-Flanders bill places a great deal of emphasis on enabling 
acts by the States. At the same time the bill excludes from the admin- 
‘strative State agencies, and properly so, persons directly concerned 
in furnishing medical services. This exclusion will without doubt 
create a great deal of opposition to such legislation in the State legis- 
latures where the local medical societies have an even greater influ- 
ence, if that is possible, than their national counterpart has had on 
the Congress. I fear that unless a more direct incentive is given the 
States, the necessary enabling legislation will never be passed by many 
States and the congressional intent will never get beyond the statute 
books. A pattern for such a direct incentive exists in the Federal- 
State unemployment-insurance system, under which a tax is imposed 
upon the State, substantially all of which is repaid to the State if it 
enacts an enabling statute which meets the requirements of the Federal 
law. Perhaps a similar approach should be used in the area of health 
‘nsurance to make sure that the local medical lobbyists do not defeat 
the intent of Congress. 

The Ives-F landers bill puts a ceiling of $15 per capita on the Federal 
Government’s contribution to an approved plan. ‘The State must pay 
the remaining deficit. In many of the poorer States, the State’s con- 
tribution would be considerably larger than a Federal contribution, if 
a really comprehensive service is offered and if a substantial propor- 
tion of low income citizens is enrolled. I believe, therefore, that this 
committee should consider the effect and wisdom of raising the ceil 
ing to a figure above $15. 

The emphasis upon small localized groups contained in the Ives 
Flanders bill, as well as in Representative Wolverton’s proposal, 
means that the risks of illness will be spread over relatively small 
and localized groups. This means, of course, that the insurance risks 
will necessarily be greater and the costs more expensive than they 
would be under a comprehensive, truly national program. I believe 
that the committee might well consider means of encouraging the 
spreading of such risks over wider areas. We have found that in 
experience with unemployment insurance and disability benefit stat- 
utes that there is an ever-present neeed for some appellate procedure 
by which persons dissatisfied with the decisions of the administrative 
officials may file complaints and appeal from such decisions. We 
suggest that any proposal for subsidizing voluntary health programs 
contain some provision for such an appellate procedure. 

Again my I reiterate that the emphasis in the Ives-F landers bill and 
the Wolverton bill on subsidizing private voluntary plans raises one 
serious question. Neither proposal will do much good in areas where 
people are not permitted by the machinations of the organized medi- 
cal aristocracy to join in a voluntary plan or where, as a result of 
organized medicine’s efforts, such plans are limited in scope and 
expensive in cost. The obstacles which the medical aristocracy has 
continued to place in the path of free enterprise self-help in the field 
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of health insurance belies its claim that all it wishes to prevent is 
“socialized medicine.” I therefore believe that the time has come— 
particularly if Congress should consider the imposition of specific leg- 
islative prohibitions on the restraints which organized medical groups 
have imposed on the growth of voluntary health insurance programs. 

If the steel magnates or the tobacco tycoons got together to restrain 
business competition and labeled their program Principles of Ethics, 
they would be greeted the next morning by a grand jury indictment 
under the Sherman Act, ethical label or no label. There is no reason 
why the same reason should not be applied to the medical profession. 
True, previous administrations and some of the States have attempted 
to apply the antitrust acts to the American Medical Association and 
its local affiliates, but such attempts have been somewhat inconclusive. 
Our major stumbling block on the Federal level has been the fact that 
the Federal antitrust laws apply to trade or business in interstate 
commerce. ‘The one major case in which the AMA has been slapped 
down by the Federal courts took place in the District of Columbia in 
which the courts did not have to find interstate commerce to acquire 
jurisdiction. In the Oregon case, in which the indictment of the 
local medical societies was ultimately thrown out, the United States 
Supreme Court accepted without extended comment the lower court’s 
finding that interstate commerce was not involved. There may be : 
serious constitutional question about the extent to which the Federal 
antitrust laws could, in their present terms, be extended to cover the 
restraining activities of the AMA, and particularly such activities of 
its local affiliates. However, even within constitutional limits, 1 be- 
lieve that the following legislation is in order if any real effect is to 
be given to the proposals for encouraging voluntary self-help in the 
field of health insurance: 

In the Oregon case, the United States Supreme Court did hold 
that the activities of a group plan constituted trade for purposes of 
the Antitrust Act, but specifically avoided the question as to whether 
the professional medical services of a single practitioner constituted 
trade. However, a great many of the most effective restraints on 
voluntary health insurance plans which the AMA and its local 
branches have been able to impose have been those directed against in- 
dividual doctors. To lay at rest any question whether such conspira- 
cies against any individual doctors are as much a violation of the law 
as restraints against group plans, I propose that section 1 of the 
Sherman Act be amended to provide explicitly that, for purposes of 
the act, the provision of medical and hospital services shall constitute 
trade or business. Therefore, to the extent that the practices of the 
AMA and its local affiliates do restrain interstate commerce, there 
would be no question that their activities against individuals as well 
as groups are covered by the act. 

2. If it is the congressional policy to encourage the development of 
independent voluntar y health-insurance programs, then I believe 
that the Congress can quite properly restrain the organized medical 
aristocracy from imposing any restraints on the development of such 
programs by explicitly forbidding any individual or group from using 
the mails and other instrumentalities of interstate commerce in the 
furtherance of any contract combination or conspiracy in restraint 
of the development of such plans. 
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Finally, I believe that any organized group which makes the 
restraint or limitation of voluntar y health programs one of its basic 
objectives should be deprived of any exemption which it might other- 
wise be entitled to under the Federal tax laws. 

[ fully appreciate the severity of these proposals. But I am sure 
that this committee is very much aware of the severity of the restric- 
tions imposed by the medical aristocracy on free enterprise in the field 
of social insurance. I respectfully submit that only such a program 
will permit free and independent health-insurance plans to flourish 
and that only such a program will give meaning to the sound proposals 
contained in the Ives-F landers and Wolverton programs. 

I think we are the pioneers in the field of operating health centers 
on a union-operated basis. Our first center was established in New 
York City as far back as 1913. We are over 40 years old in the opera- 
tion of that center, and I think that that really qualifies us as pioneers 
in that branch. 

I think in the year 1953 that center will have rendered 600,000 
services to the members in New York who have the services available. 
We do service in the New York area upward of 200,000 of our mem- 
bers out of a total of 436,000, of which our union is composed. 

You can well see that New York is the concentration of our member- 
ship and for the rendition of that type of service. 

We do operate in addition to the New York center 14 other centers 
in widely scattered areas of the United States, in all sections of the 
United States. We have one in Allentown, Pa., Boston, Mass., Cleve- 
a Ohio, Dallas, Tex., Fall River, Mass., Houston, Tex., Kansas 

‘ity, Mo., Los Angeles, ‘Calif. Minneapolis, Newark, Philadelphia, 
San Antonio, St. Louis, and Wilkes-Barre. 

You can see the way we have scattered them throughout the country. 
They render a very, very valuable service, but very far from what we 
would like it to be in terms of comprehensive service for our members. 
In some areas we are prohibited by the barriers created by the medical 
societies from rendering a therapeutic service. They are limiting us 
to the rendition of purely diagnostic services. Frankly, it is not 
satisfactory to us nor to our membership. 

We had a case recently in one of the areas where after we had con- 
ducted an elaborate examination of a member’s eyes, we were told _ 
could not prescribe the glasses that we found to be necessary. We had 
to send that patient back to a private doctor in order to prescribe the 
glasses. 

That is the kind of limitation we think is a barrier to the advance- 
ment and progress of these plans. 

Frankly, in some areas, we have become discouraged. In New York 
we do not have that problem because many, many years ago we faced 
that problem realistically. For the first 17 years of our operations 
we were constantly under fire by the medical societies, but in 1930 
there was an amendment to the State statute which permitted the 
creation of a clinic and the obtaining of a clinic license under the 
department of social welfare. We therefore eliminated all future 
interference by the medical societies with the kind of medicine we 
wanted to practice. 

Today, we have no barriers in New York. We render not only the 
most complete diagnostic service, but we do render therapeutic service 
and prescribe drugs and fill drug prescriptions in that very center. 
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Our experience in some other areas has not been that fortunate. 

The Caarrman. You mean by utilizing the services of physicians / 

Mr. Umuney. Of course in the New York institution we have 176 
physicians on the staff, and it is under the direction of a doctor. It is 
true we do have a union board to which he reports, but the union 
board does not attempt to lay down policy with respect to medical 
practice. All it does is to provide the fiscal policy and provide the 
money by which the institution may operate. They have never at- 
tempted to interfere or dictate to the medical profession who should be 
the doctor or what medicine they should practice. Doctors are selected 
by the medical staff. 

The Cuarrman. Is there a special fee charged to the membership for 
participation, or is that part of the service that is rendered in return 
for the dues that they pay ? 

Mr. Umuey. It is not on that basis, Mr. Congressman. Since 1945 
we have had what we call employer contributed health and welfare 
ylans. Prior to that date the a York center was operated wholly 
[ union financing out of union dues and out of the treasury of the 
union. But with the development of these health and welfare plans 
which resulted from some of the impediments of the war situation 
and the development of fringe benefits, we did obtain from employers 
a fixed contribution based upon payroll toward health and welfare 
plans. For a limited period of time, those plans provided a limited 
amount of medical care, in some instances limited to $20 or $25 or $30 
worth of medical care per year. But about a year and a half ago that 
was changed, and we now provide unlimited medical care to any mem- 
ber, not at the expense of the member, but paid for by the employer- 
contributed fund. Have I made myself clear on that? 

The CHatrman. Yes, I understand your statement. That is an 
indication that the employer considers it good business. 

Mr. Umuey. We have found that to be so. We find that today 
when we open a health service, the employers are the proudest lot that 
come there to participate in the dedication of the institution. They 
are very happy and very proud of the fact that they have been able 
to contribute to this type of advanced medicine and made the facilities 
available to their people. 

Of course, I will say this for our employers. They have been ready 
to be in the forefront in granting many social advancements that 
others have not been ready to do. It may be strange, and perhaps it 
is due to the fact that our employers are usually small-business men 
and they are not big plants, and they do not have public relations 
advisers who tell them what to do, nor do they have labor relations 
advisers who advise them against it, and we have found that generally 
speaking we have been more successful in getting from the employers 
in our industries social advancement than any other industry. I be- 
lieve we were the first to obtain on an industry basis not at a State level 
or national level, an unemployment insurance fund. It was 12 years 
before we had any such thing on a basis of legislation. 

The Cuarrman. There is no doubt that it is general knowledge that 
your organization has worked along the lines that have proved very 
beneficial not only to the employer in the type of service you render, 
but likewise to the membership of your organization. 

Mr. Umuey. We have, and we are very proud of the fact that we 
are able to do it. 
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The Carman. Feel free to express any views you please and I 
hope the members of the committee will ask questions when they wish. 

Mr. Umuey. In my prepared statement I did make some comment 
with respect to the pending bills. I made some comment with respect 
to the Ives-Flanders bill, and with respect to the Wolverton bills. 
I think they are in the category of constructive suggestions, perhaps, 
for omissions or tightening up that we feel is necessary. 

The Cuarrman. The pachehifiting are that if the present plans of 
the committee are carried out, when these hearings of the type we are 
now holding are concluded, on or about the sec ‘ond day of February, 
we will have then gathered together a tremendous amount of informa- 
tion that we think will be helpful to us in our consideration of the 
type of legislation that should be presented to the Congress. 

Yow, at that time, the bills to which you have referred, and other 
bills which will be introduced either in the meantime or at that time, 
will be given specific attention so that an opportunity will be given 
to make constructive criticism of the bills and to make suggestions that 
would improve them, and that would enable the committee to make 
worthwhile reports of legislation to the Congress. 

Mr. Umuey. Mr. Chairman, may I add one point, that while I have 
commented with respect to these special bills, I must say that I am 
under a mandate of our last convention to epee the national health 
bill in its entirety, and I recognize, being a realist, as Mr. Hayes has 
pointed out, being in the labor movement I hove got to be, I recognize 
that is perhaps the last feature that might have a chance of adoption 
at the coming session. 

The Cuamman. What is the name of that bill, or the number of it ? 
Do you have the name or number of the bill? Is that the Dingell 
bill ¢ 

Mr. Umuey. Our last convention met in May of last year, and at 
that time it may have had a wholly different number. It was referred 
to then as the national health bill, and perhaps I can find the reference 
to it. 

The Cuarman. I think that that will enable us to identify it. 

Mr. Do.tiver. I take it that the union which you represent, the In- 
ternational Ladies Garment Workers Union, has its own medical setup 
apart from the health insurance program that was outlined to us yes- 
terday ? 

Mr. Umuey. Oh, yes. 

Mr. Douutver. Yours is an independent one? 

Mr. Umury. We operate the program ourselves. 

Mr. Dottiver. You hire the doctors yourselves and operate your own 
clinics, so to 4c} 

Mr. Umuey. That is right. 

Mr. Dotaiver. That includes such things as catastrophic health care 
and health examinations and preventive medicine? 

Mr. Umuey. Preventive medicine fully, yes, sir. 

Mr. Dotiiver. What is the cost, the average cost to your members 
for that kind of service? 

Mr. UMuey. Well, in the 15 centers which we operate, I would s: 
that it is a little less than $6 per member. 

Mr. Dotxiver. That is per month? 

Mr. Umury. Per year. 
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Mr. Doutiver. A little less than $6 per member per year ? 

Mr. Umuey. Yes, sir. 

Mr. Dottiver. It is a very economical setup. 

Mr. Umuey. Very economical. 

Mr. Do.tiver. How many doctors are available, let us say, in New 
York City ¢ 

Mr. Umuey. In New York City, I believe the statement indicates 
that we have 176 doctors, not in full service, but in some service. 

Mr. Do.uiver. In consultation. 

Mr. Umuey. Either as consultants, as specialists, as session doctors, 
giving part time, or as full-time doctors. 

Mr. Doxuiver. I understood you to say that there were some States 
that do not permit the organizing of clinics or the association of 
doctors to work together. Could you furnish us the names of those 
States ¢ 

Mr. Umuey. I did not say States; excuse me, Mr. Dolliver. I said 
in some areas, the limitations imposed upon us by the medical soci- 
eties did not permit us to go as far in the rendition of service as we 
would like to go. 

Mr. Doxuiver. It is not a matter then of State law. It is the oppo- 
sition of the American Medical Association or the local medical 
society ¢ 

Mr. Umuey. The local medical society; yes. 

Mr. Do.tiver. That clears that up. Thank you very much. 

Mr. Hesevron. In your statement, Mr. Umhey, you made a recom- 
mendation in terms of amending the Sherman ‘Act, to provide ex- 
plicitly for purposes of the act the provisions of medical and hos- 
pital services shall constitute trade or business. I was not able to 
quite catch the significance of that. Do you want to address your- 
self to that for a moment ? 

Mr. Umuey. I will be glad to. Just preceding that I discussed 
the attempts that have been made to break down some of the barriers 
which have been created by the American Medical Association and its 
component parts. I discussed at that time the inconclusiveness of 
litigation that has resulted, and the attempts to have some of these 
barriers broken down. It is my suggestion here in this statement 
that some effort be made by Congress, because no matter what you 
do in the field of health programs, the American Medical Associa- 
tion can frustrate your whole program. If they keep on imposing 
limitations or hardships upon the doctors who want to serve these 
plans, they can do that. 

My suggestion is that if need be, we reach out and try to stop these 
barriers that have been created. 

Mr. Hesevton. I am sure you realize that any such recommendation 
could not be made by this committee; that would be before the Judi- 
ciary Committee. 

Mr. Umurey. I am not familiar enough with the processes of Con- 
gress to say whether you would be limited in any bill that deals with 
the subject of health to say you could not go into a field which would 
certainly frustrate the whole program if you did not do something 
about it. 

Mr. Hesevron. You have a staff of doctors, as IT understand it, in 
connection with these clinics or health centers ? 

Mr. Umnuey. Yes, sir. 
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Mr. Hesetton. And you have some 14 or 15 of them located around 
the country. 

Mr. Umuey. Fifteen altogether around the country. 

Mr. Hesevron. That is outside of New York, I take it. 

Mr. Umuey. There are 14 outside of New York. 

Mr. Hesevron. Is there one in Boston ? 

Mr. Umney. Yes, sir, and there is another one in Fall River. 

Mr. Hesetron. Just what is it that prevents the doctors on your 
staff from giving full service? 

Mr. Umuey. The fears that they have of the medical society’s im- 
position of penalties against them. In Boston, since you mentioned 
Boston, we started out there trying to work an arrangement with 
probably the best clinic in the world, the Boston Dispensary. We 
felt there they had a readymade facility which could provide these 
services to our members, and there would be no need for our establish- 
ing one of our own. It is pretty expensive business, creating a health 
center, when you try to equip it with all of the modern diagnostic 
equipment. It becomes an expensive item. We tried to work an 
arrangement with the Boston Dispensary, but after a period of trial 
and error, they found that it did not work, and we found the same 
thing, and we came to the same conclusion. 

Of course, I will say this, that wherever we go into an area we try 
our best to lay the groundwork by consultation with the medical 
societies, State and local, to get their cooperation. 

Now, many of them have told us that they will go along with us 
if we limit our activities to diagnostic services. They will not go 
along if we intend to treat patients. 

Mr. Hesevron. You said they found it would not work and you 
found it would not work. Do you mean because of the opposition of 
the medical society ¢ 

Mr. Umuey. Because of the limitations which they themselves put 
upon the operations of the plan, and I think there were some other 
factors in it. 

Mr. Hesetron. Pardon me. I want to be clear. You say you 
mean the dispensary put on it or the medical society put on it? 

Mr. Umuey. In that case it was the dispensary. The dispensary 
found that if our people have to quit work to get medical care, the 
time they lose from work costs more than they would pay for the 
service if they paid for it. So there it was a case of trying to provide 
the service at hours which would not be in keeping with dispensary 
operation. That was one of the factors. There were many others, 
but that was really one of them. 

do not say that in Boston we have had any difficulty from the 
standpoint of operating with the cooperation of the medical society. 
But I know in certain areas we were told pointblank by the medical 
societies, they will go along with us as long as we confine our activi- 
ties to preventive medicine and diagnostic care. They will not go 
along with us the minute we step into the field of therapeutic medicine. 

Mr. Hesetron. Is that so across the board or do you find the situa- 
tion varies in the different areas? 

Mr. Umuey. It varies in different areas. I would say if you find 
a liberal administration of a medical society, you can work with them, 
and in certain areas you cannot. 

Mr. Hesevron. Have you that sort of a thing anywhere? 
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Mr. Umury. Yes. The one instance that I mentioned, for imstance, 
in Cleveland, Ohio. We have a new clinic there that is only about 2 
years old. They have not lived with us long enough to know that 
we do get along. But there the director of the clinic was given orders 
that we cannot prescribe an eyeglass to a patient to whom we spend 
a lot of time ex: mining, and we cannot fill a prescription for that mem- 
ber. We must send that member out to a private practitioner. 

That is the kind of limitation which really frustrates a program of 
this sort. When you take the time of a member and bring him in and 
go through a lot of examinations, and then send him away and say, 
“Go to your private doctor,” you might just as well not have that kind 
of service. 

Mr. Hesetron. I guess you misunderstood my question and we had 
better clear it up for the record. I thought that you said that you did 
have something you described as a liberal point of view in certain 
areas. 

Mr. Umuey. That is right. 

Mr. Heseiron. I asked you if you did actually have that sort of 
thing. 

Mr. Umuey. You want me to name the liberal areas, or did I mis- 
understand your question again ¢ 

Mr. Hesevton. Without naming the areas, do you have some places 
where you consider the relations “with the medical society and your 
health units are satisfactory ? 

Mr. Umuey. I would say there are some where they are satisfactory. 

Mr. Hesexron. That is very encouraging. That is all, Mr. 
Chairman. 

Mr. Rocrrs. I was rather interested in your statement that the 
annual fee or charge was only $6 per person. 

Mr. Umuey. That is the cost, and not the fee. We do not charge 
any fee. 

Mr. Rogers. You do not charge any fee ? 

Mr. Umuey. No; we do not charge any fee. 

Mr. Rocers. How does the cost come about ? 

Mr. Umuey. Let me put it this way. Itis a rather involved method 
of financing, and it may take a little time, but I think it would be 
interesting to you. We go into .» :rea and we decide to maintain 
this institution; regardless of whai care they provide, it will take a 
certain cost for rent, for clerical help, and for the pure administration 
of having an institution available. There we have the health funds 
pay a per capita charge about equivalent to that cost. The remaining 
cost which results from the use of doctors and the fees we pay doctors, 
is paid for on a scheduled basis, a very, very modest and nominal 
amount, which is charged to the health and welfare funds to make up 
the cost of the medical care. 

Mr. Rocers. That is the type of service which you give for the $6. 

Mr. Umuery. That is where we come to a figure of approximately 
$6, and we can provide that care completely. That is both the per 
capita cost and the cost of paying for the doctors out of that money. 

Mr. Rogers. Thank you. 

Mr. Hesevron. Could I ask one more question? Are you sufficiently 
acquainted with the details of the several organizations so that you can 
advise us as to generally the attitude of most of the medical associ- 
ation toward your organization? I have in mind this sort of thing: 


Teo’ = 
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Who are the doctors on your staff? Are they younger men or men 
who are well established ¢ 

Mr. Umuey. I would say it is composed of both. We have some 
doctors on our staff who have been with us virtually since the institu 
tion was founded. We have many young men that come into the 
service. 

Mr. Hesevtron. Have you waiting lists or do you have difficulty in 
getting doctors ¢ 

Mr. Umney. That varies. There are times when we have a wait 
ing list of doctors who want to serve, and there are times when they 

little hard to get. With a great many of them in the military 
service, we did have to go shoping around and offering them induce 
ments to come in. 

Mr. Heseuron. But, generally speaking, you have a fairly stable 
condition so far as retaining them in concerned / 

Mr. Umuey. That is right. We are different than a great many 
others in that we pay for service. It is not like rendering service to 

free clinic. We pay our medical men. 

Mr. Hesevron. They are paid by salary ¢ 

Mr. Umury. Both; those that are on full-time basis are on a salary 
basis, and those who give 15 or 20 hours a week are also on a salary 
basis, but again in reduced amount. 

Mr. Rogers. What is the average salary that you pay the doctors 
associated with you. 

Mr. Umuey. The average salary, you mean? 

Mr. Rogers. Yes. 

Mr. Umuey. You understand these clinics are run locally in dif- 
ferent areas so I could not give you an average for each one of the 1 
centers. They vary. 

Mr. Rogers. Take your outstanding clinic. 

Mr. Umury. In the New York one. 

Mr. Rocrrs. What is the average pay there? 

Mr. Umury. There I would say that I think our initial starting 
salary at the New York center is something like $7,500 and that of 
‘ourse applies to a young man who for some reason or other either 
‘annot make a living in private practice, or feels he does want to have 
an assured income. 

Mr. Rocrrs. What would you say is the maximum salary you pay 
iny of your associates; that is, doctors associated with you ¢ 

Mr. Umuey. It goes as high as $17,000. 

The Cuamman. Would you care to express just what experience 
you have had in trying to work out an agreement with the AMA? 

Mr. Umaey. Yes. I think that I had a real experience in that 
field. I was on the committee that was designated to meet with the 
AMA back in 1948. There were a group of organizations who were 
trying to set up plans. They called them nonmedical sponsored plans, 
| think, in the denomination of the medical socie ty. 

The CuatrMan. That is the term of their committee ; is that it / 

Mr. Umuey. I think that was the name of it, and I think I have the 
report of the committee here. We had many sessions with them in the 
years 1948 and 1949, and we had developed at that time a 20-point pro 
gram to be set as standards for the operation of lay-sponsored clinics 
let me call them that. 

I think the committee of the AMA really tried to be objective about 
it, and tried to do a job. I think they also tried to uphold their report 
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and get approval of their report. Either by deliberate attempt or 
otherwise, when the report of this committee reached the floor of the 
house of delegates, an amendment was offered. They were ready to 
go along with the 20-point program, but they offered one amendment 
which vitiated the whole program. They said this is not to be binding 
upon State or county societies. We might just as well not have had a 
program, because that was the level at which we were encountering all 
of the difficulties. 

The CHarman. Was their report favorable from the standpoint 
of you who had negotiated with them ¢ 

Mr. Umuey. Oh, yes. There was a joint committee that the AMA 
itself had set up to meet with these cooperative- and lay-sponsored 
groups. I think it was composed of some members of the committee 
on industrial health, and some members of the committee on medical] 
care. It was a very representative committee. 

The Cuarrman. Was that a local committee or a national commit- 
tee ¢ 

Mr. Umuey. It was a national committee. 

The CHarrMan. You say that you have a copy of the report that 
they made? 

Mr. Umuey. Oh, yes. 

The Cuamman, Could I see it? 

Mr. Umuey. Yes, indeed. Here it is. 

The Cuamrman. When was this report made? 

Mr. Umuey. The report was made or was agreed on, on June 4, 
1949. That was immediately before the convention of the American 
Medical Association which took place in Atlantic City. 

The Cuarrman. How long is the report? 

Mr. Umuey. Well, it was not a report. It consisted of a set of 
principles. This was what we agreed to. 

The Cuamrman. How long a statement is it? 

Mr. Umuey. It is only 3 pages. 

The CuHairman. Would the committee be interested in hearing it, 
or would you rather have it made a part of the record? Mr. Crosser 
suggests it be made a part of the record. 

Mr. Umuey. I am perfectly willing to submit it. 

(The document is as follows:) 


PRINCIPLES FOR LAyY-SPONSORED VOLUNTARY HEALTH PLANS 


1. The plan shall be nonprofit, paying no dividends to beneficiaries or others: 
all surplus earnings shall be devoted either to improving the services, to making 
compensation of physicians and other staff members more adequate for their 
responsibilities and services, to purchasing facilities and equipment, to increasing 
the scope of benefits, or to building adequate reserve funds. All income to the 
plan shall be devoted to services for beneficiaries. 

2. The plan shall comply with the principles of medical ethics of the American 
Medical Association which provide that it is unprofessional for a physician to dis- 
pose of his professional attainments or services to any lay body, organization, 
group, or individual, by whatever name called, or however organized, under terms 
and conditions which permit a direct profit from the fees, salary, or compensation 
received to accrue to the lay body or individual employing him. 

3. If incorporated, the plan shall be organized without capital stock. 

4. The plan shall be operated under autonomous administration or trust with 
segregated funds devoted exclusively to the provision of health service. 

5. Promotion, sales, organization, and administrative expense of the plan 
shall be kept at a minimum as judged by the accrediting body. 

6. The quality of medical service shall be maintained at the highest possible 
level. All participating physicians shall ‘e doctors of medicine duly licensed 
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to practice medicine in any State in which the plan operates. Each physician 
engaged in the practice of a specialty shall be required to have adequate quali- 
fications for that specialty. The personnel and facilities of the plan shall be 
adequate to insure a high quality of medical care 

7. The plan shall provide all services as set forth in the agreement with the 
beneficiary. When, in the opinion of the medical staff, a professional service 
set forth is not available because of an emergency or because of the need for 
highly technical procedure, or for any other reason, then such service shall be 
otherwise provided by the plan. 

8. The plan, in its agreement entered into with the beneficiary and which 
shall be distributed to each beneficiary, shall state ciearly the services and 
benefits to be p ovided and the conditions under which the y will be provided All 
exclusions, limitations, waiting periods, and deductible provisions shall be clearly 
stated in the agreement with the beneficiary and in promotional and descriptive 
literature. 

9. The plan shall, in its agreement with the beneficiary, state clear 
amount of dues or subscriptions to be paid. The amount of dues or subscription 
shall be adequate to provide for the benefits and services offered, and to insure 
proper financing of the risks involved. 

10. No promotional material shall invite attention to the professional skill, 
qualifications, or attainments of the physicians participating in the plan 

11. Participating physicians may be compensated in any manner not cor 
trary to the principles of medical ethics of the AMA relating to contract practice 
(on a salary, per capita, fee for service, or minimum guaranty basis or combin 
ation thereof, as may be mutually agreed upon between the physician and the 
plan). 

12. Any duly licensed physician in the community who wishes to participate 
in the plan, who meets its professional and personnel standards, and who agrees 
to abide by its terms and the requirements of its beneficiaries, shall be ad 
initted to the plan, 

13. The names of all participating physicians of the plan shall be made avail 
able to the prospective beneficiary. The beneficiary shall, within reasonable 
geographic and professional limitations, have free choice among participating 
physicians 

14. There shall be no interference by the governing body with the medical 
staff in the practice of medicine. The traditional and confidential relationship 
of the physician and patient shall be preserved 

15. Adequate provision shall be made for effective participation of the medi 
cal staff in the deliberations of the governing body. It is recommended that 
the membership of the governing body include representatives of the medical 
profession. 

16. Participating physicians shall be permitted to serve persons other than 
beneficiaries of the plan to the extent practicable in sound patient interest 
All services rendered by the participating physician, not included in the bene 
ficiary’s contract, shall be payable by the beneficiary to the participating phy- 
sician on a fee-for-service basis. 

17. Any hospital owned or operated by the plan shall be available for the 
use of physicians and patients in the community who are not participating in 
the plan to the extent its facilities will permit The method of operation of 
any hospital owned or under contract to the plan shall be in accordance with 
sound public policy. 

18. The plan shall provide for like rates, benefits, terms, and conditions for 


y the 


all persons in the same class. 

19. Investment of reserve funds shall be made only in securities deemed pru 
dent for such purposes. 

20. Any plans desiring to qualify under these principles shall agree to such 
periodic review and to abide by such regulations as may be deemed necessary 
by an appropriate accrediting body of the American Medical Association in con 
sultation with representatives of the sponsors of the plan. 

Mr. Umury. The only thing that does not appear here, this is the 20 
principles agreed upon by the members of the committee of the Ameri- 
can Medical Association and participating from the lay-sponsored 
groups were the American Federation of Labor, whom I represented by 
designation of then President Green. The CIO was nationally repre- 
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sented, the National Association of Machinists represented by Mr. 
Hayes, just previously a witness. The Committee of Cooperative 
Medical Care of which Jerry Vorhis was then the executive secretary 
was in that group. It was probably the biggest group of organizations 
interested in the provision of medical care that you could gather to- 
gether under one roof. ' 

We agreed on this 20-point program, and the only thing that does not 
appear there is point 21; that was the amendment which they stuck in 
at the house of delegates which said, “This is for the guidance only of 
our societies, and it is not binding upon State or local medical 
societies.” 

The CuatrMan. Was there any report that accompanied those 20 
points? 

Mr. Umuery. Well, I have no no access to the records of the Ameri- 
can Medical Association and its house of delegates. 

The CuatmrMan. I saw you looking at a typewritten statement from 
which you took the date, and I thought perhaps that was a report. 

Mr. Umuey. That was my report to President Green on the results 
of the conference, and I reported back to President Green of the 
American Federation of Labor and I got the date from that report. 

In fairness to the members of the committee, they tried their best 
to get that adopted, and they tried to kill that amendment, but they 
were not strong enough to do that. 

The Cuatrman. Are there any further questions, gentlemen? If 
not, we want to express to you on behalf of the committee our very 
great appreciation for your willingness to be here, and to be so patient 
as to remain at this late hour in the afternoon in order that you could 
present your views to the committee. 

I think the background of experience that you have had similar to 
those who have preceded you as witnesses is such as to enable us to 
attach a great deal of importance to the statement you make. 

We certainly appreciate your presence, and look forward to your 
continued help and advice and counsel as it may be called upon. 

Mr. Umuey. I am delighted to give it. 

The Cuatrman. I[ think it would be appropriate that I should also 
recognize that during these hearings we have been benefited by the 
presence of our former colleague on this committee, Mr. Andrew 
Biemiller, who in the preparation of these hearings and in his consul- 
tation with members of the committee, and by his active participation 
in the hearings, and bringing to our attention important witnesses, 
has indeed been very helpful to us. It is characteristic of the interest 
that he has always had in matters of public health. 

He was a member of this committee and rendered distinguished serv- 
ice while he was on this committee. We feel grateful to you, Mr. Bie- 
miller, for the interest you have taken in this matter, and the help that 
you have given to the committee. 

Mr. Bremitier. Thank you, Mr. Chairman. 

The CuatrmMan. The committee is adjourned until Monday morning 
at 10 o’clock. . 


(Mr. Umhey later submitted the following information for the 
record :) 
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TABLE 1.—Physicians’ services provided in general medicine and specialty clinics, 
Union Health Center, New York, 1947-52 * 


Clinic 1952 2 1951 1950 1949 1948 


Total #__. i 247, 238, 033 221, 983 212, 405 179, 090 


General medicine , 38 98, 343 90, 9, 691 74. 116 


Medical specialties , 10: , 690 31, 582 22, 714 104, 974 


Allergy . -..-..- i Sut 24, § 20, 646 7 , 287 13, 080 
Arthritis , 22% , 997 6, 3 , 957 5, 826 
Cardiology . - - 1, 216 , 200 ¢ 919 665 
Chest 2, ! 2, 162 3, 366 2, 416 1, 768 
Dermatology i ‘ , 764 8, 746 3, BOS ‘ 4, 374 | 
Diabetes... ; 3, 383 3, 315 2, 78! : 1, 044 
Ear, nose, and throat. -_. 3, 945 3, 125 ( , 738 10, 085 
Eye 25, 25, 138 g 5, 21, 478 
Gastrointestinal , 1, 456 075 246 
Hay fever , 785 , 170 7, 5, 83! 15, 613 
Health maintenance ie 401 

Neurology , 447 , 333 ‘ o l 
Orthopedics 

Minor gynecological surgery 

Peripheral-vascular 

Proctology 3, 

Social hygiene 2, 

Urology 3, 

Gynecology consultation = l, 

Physiotherapy consultation 10, 639 

Surgical consultation _ - 3, 196 


, oot 


'Average number of persons eligible for care during year: 1952, 196,700; 1951, 202,450; 1950, 201,200; 
1949, 195,350; 1948, 191,360; 1947, 190,210. 

2? Union members were entitled to unlimited services at the health center beginning July 1, 1952. Prior 
to that date, each member was entitled to a specific amount of credit for service at the center, the amount 
varying among locals 

’ Excludes sick benefit referrals. 


Source: Union Health Center, New York, 1953, Unpublished data. 
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TABLE 2.—Ancillary services provided at Union Health Center, New York, 


1947-52 





952 1951 1950 1949 1948 1947 
Dia Stic | f ire 157, 750 160, 0 157, 641 142, 223 103, 875 75, 493 
Audiometer 269 240 231 263 227 151 
I il t 1, 703 8 1, 802 1, 648 1, 48 1, 465 
} tr iD 10, 24 10, O89 8, 479 7, 395 6, 597 4,356 
I on 2 ) 3. 107 91, 650 68, 701 51, 321 
M t X 31, 111 30) { 33, OS3 23, 013 11, 857 6, 394 
X 22 22, 068 20, 316 17, 854 14, 762 11, 796 
Bio 0) 623 400 245 
An 4 109 ( 00 0, 063 0, 897 $4, 446 
Physical therapy 57, 64 89, f 40, 758 36, 262 20, 789 24, 298 
Injec r 13, 78 1,74 12, Sf 13, 318 10, 148 
our 1 X-r S44 7 230 
Deep X-ra l 8 l 1, 161 253 
Other I 44, 308 14.918 $1, 468 $3, 749 29, 093 22, 556 
M iter $2. 426 32, 533 31, 60 27, 458 23, 968 18, 652 
Pre bership exa lat 679 626 859 1,711 1,398 1, 505 
Emer ies 291 281 268 346 222 135 
Nutrition 6. 845 7 ; 5 Os 2. 218 2. 024 1, 137 
Social i 3, 668 3, 609 2, 23 1, 628 1, 215 880 
Special 1ecologi 1,115 
Other 399 if 2R7 388 266 247 
Prescription 147, 984 144, 9° 133, 409 123, 567 103, 769 80, 616 
Sickness insurance 61, 869 61. 649 55. S18 48, 488 47, 306 41, 595 
Office certification 3 26, 207 22, 450 20, 558 19, 469 19, 674 
District certificat 662 33, 368 27, 930 27, 837 21, 921 
Average nunhbe rsons eligible for care during year: 1952, 196,700; 1951, 202,450; 1950, 201,200; 1949, 
19 (: 1948, 19 HO; 1947 Ww) 21 
2 Union members were entitled to unlimited services at the lth center beginning July 1, 1952. Prior 
to that date, ea member was entitled to a specific amount of credit for service at the center, the amount 
varying a ig | Is. 
’ Includes sick benefit referrals to diagnostic and specialty clinics 


Source: Union Health Center, New York, 1953, unpublished data, 


INTERNATIONAL LApIES’ GARMENT WorKERS’ UNION, A. F. oF L., 
New York 19, N. Y., February 10, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

Dear Sik: Your letter of February 5 addressed to Mr. Fred Umhey was turned 
over to me for reply. 

1. The medical care and health plans of the ILGWU for its members are 
fairly uniform, as 

(a) All of our plans provide weekly cash benefits during periods of illness (the 
first week’s illness is not paid for). These cash payments range from $15 to $26 
per week for 13 weeks in any one sick benefit year. 

(b) Hospitalization is provided by all our plans, ranging from $4 to $5 per day 
for from 30 to 90 days. 

(c) Most of our funds also pay $50 on the birth of a child. 

(d) Surgical benefits are paid; from $10 to a maximum of $50 with 1 or 2 
of our funds paying up to $100. 

(e) Many of our funds also operate health centers which give complete diag- 
nostic care to our members. Some of our health centers also provide therapy, 
where required, to ambulatory cases. 

(f) Dependents of our members are not included in any of the above-mentioned 
benefits. 

2. None of our locals have contracts with medical groups for services. We 
employ physicians and technicians in our health centers, the technicians are 
employed on a full-time basis; the physicians are employed on a part-time per- 
hour basis, with some being employed full time. 

3. The number of members eligible for surgical and hospital care is 357,914. 
(As stated above, dependents of our members are not eligible. 
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HEALTH INQUIRY (VOLUNTARY HEALTH INSURANCE) 


MONDAY, JANUARY 18, 1954 


Houser or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D. C. 
The committee met, pursuant to adjournment, at 10 a. m., in room 
1334, New House Office Building, Hon. Charles A. Wolverton (chair- 
man) presiding. 
The CuHarrman. The committee will now come to order. 


STATEMENT OF JERRY VOORHIS, EXECUTIVE SECRETARY, COOP- 
ERATIVE HEALTH FEDERATION OF AMERICA, CHICAGO, ILL. 


The Cuairman. It is our privilege to have as the witness this morn- 
ing our former colleague in the Congress, Jerry Voorhis of California, 
uow of Chicago, I understand. 

Mr. Voorhis was a very distinguished Member of the Congress. He 
rendered outstanding service during his terms of office, covering the 
76th, 77th, 78th, and 79th Congresses. 

I have never known anyone in the Congress who was wanted more 
sincerely, earnestly, and zealously in solving the problems that were 
presented to Congress than our former colleague, Mr. Voorhis, who 
is a witness before us today. 

Mr. Voorhis is executive secretary of the Cooperative Health Fed- 
eration of America, which has its principal offices in Chicago. 

Mr. Voorhis was born in Ottawa, Kans. He holds degrees from 
Yale University and from Claremont College, California. 

Mr. Voorhis started out as a factory worker, moving on step by step 
to freight handler, ranch hand, and automobile assembly plant worker. 
This would indicate his interest in the matter which brings him here 
as a witness today. 

Mr. Voorhis is a former schoolteacher, having taught in both Ili- 
noisand Wyoming. From 1928 to 1938, he was headmaster of Voorhis 
School for Boys, San Dimas, Calif., which school was turned over as 
a gift to the State of California by the Voorhis family in 1938. The 
school is now a vocational unit of the State university. 

Although the newer members of the committee may not know Mr. 
Voorhis personally—it is because of that reason that I saw fit to em- 
phasize the splendid and distinguished service that was rendered by 
Mr. Voorhis when he was a Member of the Congress—during that 
time he served as a member of the Agricultural Committee, and the 
Post War Economic Policy and Planning Committee. 

Mr. Voorhis, it is a pleasure to welcome you here today as a former 
colleague to testify before this committee, realizing whatever you say 
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undoubtedly will be your sincere thought in this important matter 
You may proceed. 

Mr. Voornis. Mr. Chairman, I am very grateful for that kind 
introduction. I am sure you can appreciate that a fellow who comes 
back here under these circumstances has some very strong emotional 
feelings, when he gets here, and it means a great deal to me to be here 
this morning. 

I would like to take occasion, if I may, to compliment this com- 
mittee on the series of hearings that they are now holding, which I 
think are exceedingly constructive and very worth while in connection 
with what is after all at the moment, at least America’s No. 1 economic 
problem, as far as the average family is concerned. 

Our method in the United States of problem solving is experi- 
mentation. Whenever we do not know exactly what to do about a 
situation, we try one thing after another until we hit upon a method 
that works. 

In recent years our people have become very health conscious. Dis- 

covery by selective service of the tremendous number of young men 
disabled ‘from preventable causes is one reason for this. Anda third 
one is the increasing skill of the medical profession and the wide 
publicity given wonder drugs, and the ability of the medical pro- 
eines to “actually save lives, almost without question, if it gets a 
good chance to do it. The publicity given to wonder drugs probably 
has something to do with this, too. 

On the average, American families now spend 5 percent of their 
income for medical care. If they have no insurance protection, that 

» percent may leap to 25 percent, or 50 percent, and even more, in 
a year when serious illness strikes. The very scientific progress of 
modern medicine, coupled with the rise of specialization, have made 
the average family—and how much more the low-income one—less 
and less able to meet the cost of sickness on the old emergency fee- 
for-service basis. No wonder a majority of families list the cost of 
illness as their No. 1 financial danger. 

Much of this sickness could actually be prevented if the families 
had the advantage of comprehensive care, including preventive care. 
And much of the economic disaster to the families could be avoided 
if that care were paid for on a predictable, periodic prepayment 
basis. More families go broke, I suppose, from sickness than from 
any other single cause, unless it be mass unemployment—and for- 
tunately we have not had mass unemployment for a number of years. 

This is bad enough. What is worse is that the American people 
are actually paying as much for medical care as they would have to 
pay for comprehensive care, if only the money were spent in the right 
way. F sree Ceveeep ved by the President’s Commission on the Health 
Needs of the Nation and other reliable authorities show that we spend 
approximately 4 to 5 percent of our income for medical care. Five 
percent of the income of a low income—let us take one with $2,500 
a year income—and while this is not quite enough, it is sufficient 
to cover fairly comprehensive care as provided by the best prepay- 
ment plans in existence today. 

So it is all a question of how we spend the money. At present 
we spend it something like this: We hope that there will be enough 
rich people among those who get sick so that there will be income 
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enough to support the doctors and the hospitals and keep our facil tic 2 


going. The only trouble is that there are not sane rich people, 
and t he \ don’t vet sick often enough, und when ney really wet Sick, 
even tl hey are not well enough to do to pay the bill This is not to 
the discredit of the medical profession. Far from it. Ina way it is 


a complime nt. because of the fact that th rough spec ialization, modern 
medi cine is ab le to do so muc h more for the } eople th in it ever « ould 
do before; but only the people who can afford to pay for modern 
medical service on the present basis of fragmented service and frag 
mented bills. They are the only pepe who ean afford to pay in 
iddition to the family doctor the fees of the 5 or 6 specialists who 
might be brought into a difficult case. Yet modern medicine means 
having available the specialized knowled; ge an d special zed skills of 
the se men. Mode rn medic Ine means ib nly « f ks iowle “lee und science 
a skill that can be provided only on a ea basis. Moder 
medicine means a science that saves lives—that can effec ively treat 
almost any condition, if you get to the right doctors, and in time. 

Mr. Chairman, I would like to say if the members of the committee 
want to interrupt me at any point it is quite all right with me. 

The Cuarrman. Mr. Voorhis, it has been wee practice of this com 
mittee, and one that we think works to the best advant: ive, from the 
standpoint of the witness and the committee, and likewise conservation 
of time, is to permit a witness to make his statement in full before 
there are any questions. 

Mr. Voormis. Thank you, Mr. Chairman. 

So that is the problem. 

And in good American fashion we have started out to solve it in 
a dozen different ways. Each of these ways—and I want to empha- 
size this—each of these ways of attacking the problem of how to pay 
for medical care has helped toward solving it. This is true of public- 
health service, commercial insurance, Blue Cross, Blue Shield, indus 
try plans, labor plans, doctor-owned group practice clinics, and all of 
the rest. 

Some of these programs include many people but cover only a frac- 
tion of the need of those people. Nearly half the population has 
some form of hospitalization insurance and about a quarter of us 
have insurance against costs of some medical or surgical care. But 
hardly more than 15 percent of the total cost of medical care to the 
people is paid through insurance, broadly defined. 

Most of the insurance plans—using the term “insurance” in its 
broader sense, to include service benefits as well as cash benefits—most 
of the insurance plans are limited to care in the hospital after the sick- 
ness has become acute. But two-thirds—and in some cases we find 
more than two-thirds of what families spend for medical care goes 
for the day-to day nonacute illnesses for basic doctors’ care and med 
icine in the early chronic stages of disease. The real catastrophe thus 
far is that we have done so comparatively little about preventing the 
catastrophies of illness from occurring in the first place. 

ut it is hard to do this with commercial insurance or with any type 
of plan which fails to give both doctor and patient a positive and 
financial incentive to keep the patient well. It is the first calls upon 
the doctor which are the most risky field of health insurance from 
a commercial point of view. Yet they are the most important calls of 

il] from the standpoint of the Nation’s health. 
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What we need most of all is a method whereby we can pay our 
doctors for keeping the people well. At present the problem is that 
doctors generally receive their income only when people get sick, and 
the sicker the people are the bigger the doctor’s income. This is really 
backwards. It is not the way the doctors want it. It certainly is not 
the way the people want it. I am sure it is not the way the members 
of this committee want it. Corporations pay very good salaries to 
corporation lawyers who are able to keep the corporations from being 
involved in lawsuits. Wise corporations would much rather pay sal- 
aries to their corporation attorneys for keeping them out of trouble 

rather than for fighting lawsuits after they are in trouble. We want 
to treat our doctors in the same way and thus enable them to practice 
the kind of preventive medicine and health maintenance which they 
really want to practice. 

As to about 3 percent of the Nation’s population this has been done. 
As to the 3 percent of the Nation’s population, the first calls upon the 
doctor and the regular examinations and the early detection of the 
disease are already paid for. This 3 percent of the people are mem- 
bers or subscribers to comprehensive health plans. Most of these plans 
are owned and were started into action by the people themselves. 
This is the method of providing the protection against the cost of ill- 
ness about which this testimony is given. 

My testimony will be confined to those voluntary medical plans in 
which the people themselves as consumers of medical care assume 
initiative and take the responsibility for attacking their own problem. 
I want to assure the committee that the limitation of my testimony 
is done out of no disrespect whatsoever for plans which are sponsored, 
controlled, and initiated by the medical profession, the hospitals or 
any other agencies. Even aside from the important contribution 
being made by Blue Cross and the activities of Blue Shield, there are 
many examples throughout the country of group practice clinics 
and prepayment health plans sponsored by forward-looking doctors 
which are proving valuable to the people in their communities. In- 
deed some such doctor-owned clinics are associate members of the 
organization for which I have the honor to speak today. But my 
testimony will, as I say, be confined to a discussion of plans which 
resulted from action of groups of the people themselves or action of 
organizations in response to their members’ needs. Such plans are 
ce rtainly in the best interest and of best American tradition and their 
very variety is proof that what is happening here is an application of 
the American principle of experimentation to one of the outstanding 
problems of our time. And certainly all of us desire to see the people 
in groups attack their problems voluntarily and seek their solution 
through the application of the sound and tested principle of risk- 
sharing and mutual aid. 

These voluntary plans for the protection of the people against the 
high cost of illness arise directly out of the keenly-felt need of the 
people for such protection. This need becomes more clearly recog- 
nized as the skills of the modern medical science become more refined, 
most costly, and more specialized. 

For the most logical of reasons, these voluntary plans are built upon 
the 5 principles outline here. These are: (1) Group practice. That 
means organization of medical care. (2) Prepayment. (3) Com- 
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prehensive care—preventive as well as curative. (4) Sharing of risks 
by a reasonable cross-section of the population. (5) Responsibility 
and initiative in the people; control by the consumer over the economic 
aspects of the plan—somebody in a position to be concerned about 
the cost and the consumer interest over the economic aspects of the plan, 
and nonprofit operation. 

I will discuss each one of these briefly. 

The people are attacking this problem of medical economics through 
their own voluntary action. In this they should be encouraged, not 
combated ; their doctors should be honored, not discriminated against ; 
and doors should be opened for broader application of these sound and 
tested principles to the needs and problems of the groups of people not 
yet reached, which is the very purpose of these hearings, as I under- 
stand it. 

Now we would all think it very bad, I am sure, if instead of our 
well-stocked food markets our wives had to go to a dozen or more 
stores every time they need to purchase groceries. We would not 
want them to have to go to one store for potatoes, another for bread, 
still another for cereal, and yet another for canned goods. Yet in 
the absence of organization of medical services on a rational basis, 
this is almost exactly what we are doing when it comes to medical care. 

The average family cannot possibly have the advantage of medical 
specialization unless it can get it through group practice, unless it 

can get it under circumstances where a group of doctors practice as a 
team, so that referral by the family physician, who must be the cen- 
tral person on the team, does not become a matter of exorbitant 
expense. We should be permitted to pay for medical care as we pay 
for other things, on an orderly, budgeted basis, and we should be 
able to get service on an organized basis. This principle of team- 
work or group practice is No. 1 in the solution of the American 
people’s health problems. 

Now for principle No. 2. The average family simply cannot pay 
for modern medical care on an emergency fee-for-service basis. It 
can’t be done. The family that tries to do it that way sees the budget 
get hit for unbearable expenses in every emergency. Moreover, under 
this system, there is no control of costs and not even any predic tability 
of costs. In fact where fee-for-service is in full flower it is question- 
able how much good it does a family even if it is covered by certain 
types of commercial insurance. Because unless there is agreement 
with the doctors as to the charges to be made for certain types of 
service, the family may find that the fee has simply been increased 
by all or a substantial part of the insurance claim. That is why, even 
while we are spending 4 or 5 percent of our overall average income, 
most of the people are not getting adequate care, especially in the 
smaller communities. 

Prepayment plans have been the means of bringing needed doctors 
to many communities, especially rural ones, because they can provide 
some assurance of income. Prepayment is the best, if not the only 
entirely satisfactory base for group practice. And anyway almost 
every student of the problem agrees, at the very least on this one 
point, that there must be prepayment. And there is increasing agree- 
ment that the closer we can come to prepayment on a percentage-of- 
income basis, the nearer we will be to a general solution of the total 
problem. 
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There has to be a scheme whereby people can pay a fixed amount 
each month in return for which they are entitled to the care they need. 
People have to have the means for fitting their medical care costs into 
an order ly budget just as they budget their other expenses. 

The next question in this problem of medical economics is, pre- 
payment for what? For jus t when you are in the hospits al? Well, 
prepayment for hospital care is a very good and necessary provision 
if this problem is ever to be solved at all. But most of us don’t want 
to have to go to the hospital. So it is even more important to have 
prepayment for the services we hope will be given in time to make 
hospitalization unnecessary. 

In other words, we need prepayment for comprehensive care, to 
keep people out of hospitals and keep the cost of medical care as rea- 
sonable as we can. For we must remember that while the cost of 
general medical care in 1951 was 157 percent of what it was in 1940, 
the cost of hospital care was 235 percent of the 1940 figure. ae 
one big way to deal with the problen 1 of costs is to give the doctor 
chance to practice preventive medicine, by seeing him regularly ov 
periodic checkups and examinations, and by consulting him for small 
as well as serious symptoms. 

Of course, the way to do this is to have an arrangement with your 
doctor so that these services are already paid for, so that you do not 
have to stop and consider the e xpense before you go and see him. If 
you pay each month into a health plan for services that include annual 
physical checkups for the famil y and consultations when they are 
needed, then you are giving the doctor a chance to practice preventive 
medicine. 

Also, you are giving the doctor an income that does not depend upon 
your getting sick, and you are giving him a workload that is lighter 
as you keep well, and heavier as you grow ill. You are giving the 
doctor a number of incentives and rewards for keeping you well. 
This is what a comprehensive prepayment plan gives you. So the 
third principle is comprehensive care. 

Now. none of this is possible unless a substantial and representative 
cross-section of the community bands together to provide themselves 
with this service. You can’t start with just those who are in immedi- 
ate need of the service. You have to have the healthy people, too, and 
in large numbers. In one small midwestern community, they have 
70 percent of the community, voluntarily pooling the hazards of life, 
sharing the risks of sickness so that all will pay an average cost and 
none will be hit hard when illness strikes. You have to have group 
action, cooperation, and mutual aid. 

Finally you have to have the initiative of the people—the people 
insisting on the right to act for themselves, on the right of mutual 
self-help to meet their problems. 

I have always believed that this was in accordance with the princi- 
ples upon which the United States of America was founded, and upon 
which it has grown great. But to hear some people talk, you would 
think that we had repealed these American principles; that the solu- 
tion of these problems has to be delegated to a small group that has 
staked out a claim on the people’s health; that if you get more than 
two people doing things together, there is something communistic 
bet it. Of course, it is the opposite of communism, because under a 
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Communist or Fascist system no two people dare to get together at all 
except by permission of the government. ‘The indiv idual does exactly 
as he is told. 

But in the United States, I think we don’t want that sort of thing. 
We want to do things for ourselves. We are concerned with the apph 
cation of Christian and moral principles in which mutual aid of man 
to man is fundamental. And so the idea of people acting for them 
selves is the fifth principle. This means responsibility of the people 
and consumer control in the matter of the availability and quality of 
medical care, its cost, the manner of paying for it, and such matters. 

Now, when I talk about “control of the quality of medical care,” I 
want to make it absolutely clear that this is not at all a proposal for 
laymen in any way to interfere with the practice of medicine. Any 
body who takes the trouble to form a health plan of this kind is going 
to be an intelligent enough person, at least, that he is not going to want 
to tell a doctor how to take out his appendix. He just is not going to 
do it. But, what we mean by “control of the quality of medical care” 
is the right to pick good doctors instead of poor ones, the right to 
provide good diagnostic and therapeutic equipment, the right to bring 
enough general practitioners and specialists on a part-time basis in 
stead of making people go to a distant city, the right to insist that the 
doctors keep medical records and otherwise conform to good standards 
of practice, the right to install $50,000 worth of X-ray and other equip- 
ment so that the doctors can practice better medicine. 

So you have group practice, prepayment, comprehensive care, shar 
ing of risks, and consumer initiative and control. Put these things 
together, and the problem of medical economics can be solved. Mod 
ern medicine can be brought even to the small communities, and it can 
be put within the reach of every modest family budget—for the amount 
of money that is now being expended. 

Naturally, it helps to accomplish these objectives if the plan is a 
nonprofit one, because this too helps to reduce cost. And where con 
sumers or their organizations put the plan together they naturally set 
it up on a nonprofit basis. ‘They must, of course, provide for at least 
as good an income for the doctors and other professional people in 
volved as they could obtain elsewhere. And what is said here is in 
no disparagement whatever to the fine group-practice clinics and pre- 
payment plans organized and owned by doctors. It is just that all 
other factors being equal, nonprofit operation can bring somewhat 
greater benefits at somewhat less cost. 

The next question that arises is whether 1 or 2 or 3 of these 5 prin- 
ciples cannot give considerable benefit even if the others are not 
present. The answer to that, from the viewpoint of the Cooperative 
Health Federation would be this: While we do not believe the best 
solution ean be found short of a combination of all 5 principles, we 
think that wherever any one of these is applied it is that much clear 
gain. I have already paid well-deserved praise to some of the doctor 
owned group practice clinics which have provided organization of 
medical care for their patients. This was our own No. 1 principle. 

It must certainly also be said that there are a number of cash 
indemnity insurance plans which are making an outstanding contribu 
tion to solution of this problem of health economics so far as their 
subseribers are concerned. These are the indemnity plans which 
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make agreements with the doctors to whom their subscribers go for 
care that the doctor’s total charge for his services of various kinds will 
not exceed the amount of the insurance claim payment for that service. 
In other words they make sure that the insurance really does insure 
against financial disaster. 

Again no reasonable person could do other than give unstinted 
praise to the general practitioner in the rural community, of whom 
there are some, who works out a plan so that families for whom he cares 
can pay for basic medical services at least on an orderly prepayment 
schedule. 

Obviously, too, plans which provide something less than compre- 
hensive care are to be heartily welcomed so far as they go and for all 
they do—even though it is not the whole job. It is vastly better to 
have prepayment of hospital costs, for example, than to have no pre- 
payment at all. And plans which provide protection against in- 
hospital charges are likely to help pay for most of the more expensive 
illnesses. 

So we come back to the statement that we are experimenting along 
logical lines to try to find an answer to a great unsolved problem of the 
American people. Every sincere, well conceived, honest effort to 
contribute to the effectiveness of that experimentation should be wel- 
comed. We are only sure that we must do considerably better than 
we are doing now. And, so far as the Cooperative Health Federation 
of America is concerned, we are also sure that the five hopeful paths 
to progress are: 

(1) More group practice; 

(2) More prepayment; 

(3) More comprehensive and preventive care ; 

(4) More sharing of the siekis of illness by more cross-section 
groups; and 

(5) More responsibility and initiative on the part of the people. 

I now come to a discussion of the five specific points listed in the 
letter from the distinguished chairman of this committee on which he 
invited us to present the testimony. 


THE EXTENT AND COST OF PROTECTION AGAINST THE COST OF ILLNESS 
PROVIDED BY VOLUNTARY PLANS 


I now come to a discussion of the extent and cost of protection 
against the cost of illness provided by voluntary plans. 

At present, the answer to the question of the scope of protection 
afforded by the various voluntary health service plans is varied, to say 
the least. Some of the very oldest plans established by labor organiza- 
tions, and which are the pioneers in this whole field, and in many re- 
spects provide diagnostic services and treatment for ambulatory cases. 
And an example of this type of service is the Union Health Center in 
New York City, established by the International Ladies’ Garment 
Workers Union now serving upward of 200,000 persons. This union 
has similar plans in Philadelphia, St. Louis, and a number of other 
cities. The Amalgamated Clothing Workers operate services along 
similar lines in a number of cities as well. In New York City the 
Sidney Hillman Health Center provides not only all types of medical 
examinations but also minor surgical treatment for practically all 
sorts of illnesses of patients who are able to visit the center. It is 
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estimated that this center provides 75 percent of the health needs of 
the union membership and their families. This does not include hos- 
pitalization, but it does include basic necessities for taking care of the 
people, and 75 percent is a significant figure, and shows again how 
important basic medical care is to the total picture. 

The United Mine Workers’ Welfare and Retirement Fund pro- 
vides complete payment for all types of care given miners or their 
families when they are hospitalized. But at the present time it does 
not attempt to cover the medical expense outside of the hospital, al- 
though some beginnings in this are being made where groups of doc- 
tors have established group practice clinics in the mining communities 
and where it is possible to work through those group practice clinics. 

Probably the most comprehensive care being provided by any of the 
labor unions is that provided by the Labor Health Institute of St. 
Louis, Mo. Here, in a clinic building belonging to them, the 14,000 
workers and their family members who are covered by this plan can 
obtain all types of medical care including services of general practi- 
tioners and all the major specialists. Dental care is also provided. 
The members are also provided with hospitalization through the hos- 
pital payment plan conducted by Labor Health Institute itself. The 
cost of this plan is met by contributions to the fund of 5 percent of 
payroll where whole families are included, and 314 percent of p ayroll 
where the worker only is covered. Incidentally they have just in- 
creased the hospital benefits under this plan, because they found that 
they could give the people more benefits than they had been giving 
them before. 

Alongside the labor health plans are the community and cooperative- 
type health plans. The largest of these is the Health Insurance Plan 
of Greater New York through whose 33 medical groups about 5 per- 
cent of the population of New York City receives comprehensive medi- 

cal care of every sort. There are practically no exceptions or exclu- 
sions from the scope of services provided by HIP. There are, of 
course, some, but there are not very many. One reason this is possible 
is because only groups are enrolled—never individual families—so 
that an effective population cross section is assured. 

On the other side of the country in Seattle the Group Health Coop- 
erative of Puget Sound provides almost as comprehensive care for 
5 percent of the people of that metropolitan area. Here, however, 
the plan does enroll individual families as well as groups. 

A good many other examples could be given, some in rural areas 
such as the Community Hospital-Clinic in Elk City, Okla.; some in 
large metropolitan areas such as the Group Health Association in 
Washington, D. C., where you will hear from Mr. Myers, as soon as 
I get through—some in small industrial towns like the Community 
Health Center in Two Harbors, Minn. In all these plans the sub- 
scribers or members receive for their monthly dues payments not only 
basic medical care, including preventive care, but also care for catas- 
trophic illness. Seattle plan, for example, provides 120 days of hos- 
pitalization. Concerning Washington, D. C., and Health Insurance 
Plan of Greater New York, the committee will have heard directly. 

Approximately 57 percent of our population have some kind of 
protection to cover the cost of illness. But only about 3 percent of our 
people have what might be termed a virtually complete form of com- 
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prehensive care. A considerably larger number of people, however, 
are included if we add the number who receive diagnostic and ambula- 
tory care from the labor union health centers and if we also add those 
plans providing varying degrees of less than comprehensive care. 

As for the cost, there is again wide variation, depending on the 
benefits provided and the comprehensiveness of care. Members of the 
Elk City, Okla., plan pay only $40 per year per family. For this they 
receive, without further charge, basic doctors’ care, including surgery 
for catastrophic illnesses as well. They pay, however, though at re- 
duced rates for other services, inc luding hospitalization. The $40 
does not cover all of the hospital costs. It reduces it; but does not 
cover all of it. 

At Two Harbors, Minn., the monthly dues are $9 per family of 
unlimited size or $108 a year. 

All of these figures I am giving are the top rates on these plans. 
I have not put in the rates for individual people, or a man and his 
wife. I am only putting in the rates for the families of unlimited 
size, which is a good enough comparison, I think, for the service which 
the members and their families receive, both in and out of the hospital. 

For this the member families receive all types of doctors’ care both 
in and out of the hospital. They also receive 90 days’ hospitalization 
per year. For complete services to ambulatory patients the A. F. of 
L. Medical Service Plan of Philade ‘Iphia receives from the health and 
welfare funds of the participating unions $37.50 per year for families 
of unlimited size. This, of course, does not include hospitalization 
nor surgery. For comprehensive care of every kind including 120 
days’ per year hospitalization for any one illness the Group Health 
Cooperative of Puget Sound charges $162 per year to a family of un- 
limited size. At the risk of repetition of what the committee has 
already heard from Dr. Baehr and Dr. Dillon Myer, health insurance 
plan costs for complete comprehensive care are $128 a year (half or 
more paid by employers) for families of unlimited size plus Blue 
Cross hospital insurance, while Group Health Association’s annual 
per family dues, including hospitalization, are $195; but this is com- 
parable to these other figures. In the Seattle plan they may have to 
raise those rates some. I do not know, but anyway, there is plenty of 
comparison. But let me point out that this means that the hospital 
cost is covered, for every practical need, whether you are in the hos- 
pital or not. 

Let me remind the committee that these are examples only, many 
more of which could be given, and that the number of dollars involved 
must always be compared with the scope of services provided. 

One additional comment, however, must be made. None of these 
plans that provide for hospitalization are, so far as we know, worried 
about abuse of the hospital benefits by their members. Indeed it has 
been estimated by one plan that the rate of utilization of the hospital 
by its members is barely half the national average. And we know of 
no instance where it exceeds the national average, despite the fact that 
it is already paid for. The reason is simple, obvious, but frequently 
overlooked. It is this: Where people have ready, prepaid access to 
basie medical care, they simply don’t have to go to the hospital as 
often nor for as long periods of time. Nor do they suffer catastrophic 
illnesses nearly as frequently, and furthermore they do not have to go 
to the hospital in order to collect their insurance. 
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THE AVAILABILITY OF PROTECTION AGAINST MAJOR OR CATASTROPHIC 
MEDICAL AND HOSPITAL EXPENSES 


The second question was as to the availability of protection against 
major catastrophic medical and hospital expenses. ‘This question has, 
I believe, been fairly well covered in my answer to question No. 1. It 
is only necessary, perhi ips to re pe at the statement that these group 
practices, prepayment, democratically controlled plans make no dis 
tinction between basic medical care and the care of catas trophic il] 
ness. They take care of both—except for some limitations on the 
length of hospital stay that is covered by pre a Even where 
such a limitation intervenes, however, doctors’ care is still provided 
without additional charge. 

This comment, however, might be made. The type of medical and 
health care which is most. difficult to insure against through cash in 
demnity insurance is basic medical care. ‘To protect itself, the insur 
ance company usually excludes from coverage the first several visits 
to the doctors in any illness. But these are the very visits which are 
most important from the standpoint of health maintenance and pre 
ventive care. They are the ones that actually save expense to a arwe t 
service pre payee plan. 

On the other hand we are practically at the point where enough 
data has been collected, I think, so that insurance against catastro 
phic illness could be provided at not too great a cost on a sound 
actuarial basis. Moreover, every prepayment service plan is at pres 
ent compelled to load its monthly charges or dues of its subscribers 
and members to a sufficient extent to cover a few very expensive ill 
nesses for a minor fraction of its subscribing families. If this factor 
could be removed by some form of insurance or reinsurance of these 
plans on a $400 or $500 deductible basis, the monthly payments by 
subscribers could be reduced, perhaps substantially. I do not mean 
to say that this is any panacea, but I think it is at least worthy of 
discussion. 

So it is at least worth exploration of the sort Group Health Mutual 
of St. Paul, Minn., is making on a practical level and of the sort 
which Congress might make, to see whether part of the answer to our 
problem may not le in a combination of widespread direct service 
group practice prepayment plans for all types of basic medical care 
together with insurance against the hazards of catastrophic illness. 
Such insurance might be purchased by the plans. Or the plans might 
provide for their members to purchase such insurance individually 
either on a voluntary basis or as a requirement of membership. Of 
course, this kind of an approach to the problem is covered by the 
chairman’s bill, H. R. 6949, which I am not going to try to discuss in 
detail. In fact I only want to say this, that this particular part of 
my testimony was written a good many weeks ago and I was greatly 
heartened to find that the chairman had introduced that bill. 

The Cnarrman. Mr. Voorhis, if I may right at that point say that 
the bill which I introduced has been introduced for the purpose of 
listening to comments and suggestions. 

If you wish to at this time criticize or otherwise the prov islons or 
make suggestions, I hope you W il] fee] perfectly free to do So. 


89087—54—pt. 6——_-28 
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Mr. Voornis. Well, I am much obliged, Mr. Chairman. I under- 
sood that, and a little bit later on I am going to come to a little bit 
more logical place to do that. 


3. THE NATURE OF ARRANGEMENTS UNDER EXISTING PLANS WITH 
PHYSICIANS AND HOSPITALS, 


The third question was the nature of arrangements under existing 
plans with physicians and hospitals. 

Here again there is no universal or categorical answer possible to 
this question. Health Insurance Plan of Greater New York contracts 
with groups of doctors to furnish comprehensive care to its sub- 
scribers and pays the groups so much per year per capita—a group of 
doctors setting up their own medical centers, which they own. It 
requires its subscribers to purchase Blue Cross hospital insurance. 
Group Health Cooperative of Pudget Sound pays salaries to a staff 
of doctors (who also have the opportunity for private practice, how- 
ever) and owns and operates its own hospital. The Elk City, Okla., 
and Two Harbors, Minn., plans both pay their doctors salaries, both 
operate their own hospitals and in both cases care for as many or 
more nonmember patients from the community as they do their own 
members. Labor Health Institute of St. Louis carries its own hos- 
pital insurance plan and saves money by so doing compared to Blue 
Cross rates. 

Now, I want to say in that case that I am not criticising the Blue 
Cross. I am saying that because it shows that once again, people 
who have taken advantage of the comprehensive plan do not need as 
much hospitalization. 

Its doctors are all part-time doctors paid on an hourly basis all of 
whom have their own private practice in the city of St. Louis and few 
of whom spend as much as a third or a half of their time at the LHI 
clinic. Some other plans simply make agreements with any doctors 
in the community who care to do so to provide services to their mem- 
bers for an agreed-upon schedule of fees. The Washington, D. C. 
plan has an agreement with the hospitals whereby they care for the 
plan’s members and bill the plan. Of course you have got a wide 
variety of arrangements of this kind—almost as many different kinds 
of arrangements as there are plans, or pretty nearly so. 

So there is a very wide variation indeed, both in the arrangements 
for hospitalization and in the compensation of doctors and the rela- 
tion of the doctors to the plan and to practice outside the plan. 


4, EXPERIENCE WITH EXISTING PLANS, INCLUDING PARTICULAR 
DIFFICULTIES ENCOUNTERED 


This question invites testimony far longer than I would dare or pre- 
sume to give. One problem which faces almost every one of these 
plans is that of providing additional staff and facilities fast enough 
to keep up with membership growth. Some of the plans have had 
to place limitations on their growth, refusing to accept any addi- 
tional subscribers except as replacements for existing subscribers. 

Since these are nonprofit plans, the problem of raising capital is 
to say the least not an easy one. 
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If two measures were taken, therefore, the number of people who 
could be provided with comprehensive care through these voluntary 
plans could be reasonably increased. ‘The first of these measures 
would be the provision of financial assistance to medical schools to 
enable them to train more doctors, nurses, and other professional per- 
sonnel, This, of course, would not directly place additional people 
on the staffs of these prepayment service plans. But by easing the 
national shortage of trained medical professional people, it would 
constitute a fundamental answer to this problem over a period of time. 
The second measure is, in substance, the basis provision of - R. 
6950 recently introduced by the chairman of this committee, or the 
Humphrey-Hagen bill (H. R. 4593). These bills if enacted aed 
provide low-interest repayable loans to voluntary health plans to en- 
able them to build or acquire necessary physical facilities. I shall 
have more to say about this measure later on but an appeal for its 
enactment certainly belongs here, because the problem of not being 
able to expand physical facilities as fast as new members or subscribers 
want to enroll is a serious limitation on the scope of usefulness of many 
of these plans today. 

A second problem which these plans share with many other insti- 
tutions of every sort is that of rising costs—particularly hospital 
costs. There is not time to go into the reasons for this, nor do I quite 
see just what Congress could do about it. But it presents a problem 
to any plan which must depend for its entire income upon monthly 
payments by subscribers. It is not always easy to increase these 
payments. But subscribers have on the whole readily agreed to it 
wherever they were shown its necessity. An outstanding example of 
such willingness is that recently had by the Health Insurance Plan 
of Greater New York. However, plans must be extremely careful not 
to make their dues structure a rigid one and above all not to write 
it into their bylaws. This is especially the case with newly organiz- 
ing plans. 

The study of hospital costs is just out; just out yesterday, that 
was made on such a comprehensive basis and I only wanted to point 
out that for this reason it is very important that these plans should 
not freeze their dues rates and their subscribers should understand 
that their dues rates should be subject to some review from time to 
time. 

The third difficulty is one which is indeed hard to understand. It 
arises out of the discrimination from which the doctors associated 
with many of these plans suffer. One would think that the great 
American Medical Association and all of its State and county affiliates 
would welcome the progress made by these plans and the forward- 
looking doctors who make such progress possible. One would think 
that organized medicine would welcome this as demonstration of what 
well-conceived voluntary action can accomplish. 

And in some places, of which the District of Columbia is perh: aps 
the best example, such is the case. Elsewhere, however, a running 
attack has been carried on, if not by national AMA, at least by State 
and county societies, against any kind of health plan which is not 
under direct control of the medical society itself or which departs 
in any way from the sole-practice, fee-for-service system. These 
attacks have been directed not only against cooperative and other 
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types of prepayment plans, but in the many cases against group- 
practice clinies wholly owned by doctors. The principal weapon 
used has been denial of membership in medical societies or refusal 
of hospital privileges or both to doctors associating themselves with 
group-practice, prepayment plans—especially if they have any ele- 
ments of democratic control and initiative by the people. In a num- 
ber of areas legal action has been taken by the plans to end this 
discrimination and open the way for their doctors to medical society 
membership. And in every such case thus far the plan has won. 

This, however, is by no means the way we want to see this problem 
solved. This—we do not want to see it solved by legal action. We 
want to see—and I believe we should see—an end brought to this 
discrimination through spontaneous action of the AMA and its con- 
stituent organizations themselves. We think that professional quali 
fication and observance of ethical standards should be the only neces- 
sary qualifications for medical society membership. We do not 
believe association with progressive methods of organizing medical] 
care, or economic competition, or engaging in group practice should 
be grounds for keeping well-qualified doctors out of medical society 
membership. Denial of such membership is just about equivalent 
to refusal to allow a lawyer to take the bar examination. It is a 
very serious matter to a man or woman in a profession. The fact 
that many doctors have stood up against this discrimination and 
gone forward to explore new and better ways of practicing their 
profession is a tribute to the vision and fortitude of an increasing 
segment of the great medical profession of this country. So is the 
fact that these doctors are receiving an increasing measure of support 
and recognition from both organized professional circles and the 
general public. 

At present, however, it is still tragically true that in many parts of 
the country medical society discrimination constitutes a severe 
limiting factor on the staffing of group practice, prepayment, health 
service plans and hence prevents voluntary methods from contributing 
nearly as much as they otherwise could and would to solution of the 
problem. 

A fifth difficulty and barrier to the development of effective volun- 
tary health plans is restrictive legislation on the statute books of a 
number of States. 

I shall not discuss this at any length at all because with me here 
today is the one man in the whole United States who is probably best 
qualified by experience and study to do so. This is Mr. Horace Han- 
son of St. Paul, the legal counsel of the Cooperative Health Federa- 
tion, distinguished Minnesota attorney. 

I would only like to say that in some score of States it is apparently 
against the law for groups of American citizens to organize any kind 
of prepayment health plan for their own benefit at all. 

Up until 1951 Tilinois had such a law, but when certain labor or 
ganizations saw the value of establishing health plans for their mem- 
bers and found that they could not proc eed legally to do so, a successful 
drive for amendment of the law was launched. The State medical 
society did not opnose this new enabling legislation. I want to make 
this very plain. Five years earlier the Wisconsin State Medical So- 
ciety, be it said to its great credit, actively supported what is probably 








HEALTH INQUIRY 1769 


the best en: ib ling act for volunts ry health pl ins on tl » books of : 
state. But in some other States the situ: aloes remains at the very least 
an extremely cloudy one as to whether or not the people ean legal) 
act in their own interest in this all important health field. ‘These lay 

hould be repealed or amended so that voluntary, constructive action 

i the people mn attacking this severe problem of health economies can 

thout question go forward. 

Mr. Hanson 1s prepared to answer any questions nh this field whi tN 
the committee may want to put to him, better than I. But, I would 
like to give these prints to the committee, this copy of Mr. Hanson’s 
article, appearing In the Lowa Law Review a couple of years ago, and 
isk you to turn to page 224 where you will find there the listing of the 
laws which, as of 2 years ago, were restrictive laws of the kind I have 
mentioned, but Mr. Hanson has brought this list up to date and can 
cvive a much better a than appears there. 

Mr. Dotniver. Mr. Chairman. 

The CHaIrRMAN. Nir. Dolliver. 

Mr. Dotuiver. I wonder if at this point it would not be appropriate 
to insert this list of the restrictive laws in the record. 

The CuarrmMan. I will give it an examination, and determine 
whether it meets the situation, or gives the particular information de- 
sired at this particular time. 

Dotitver. I just wanted to have it inserted at the appropriate 
place in the record, 
Mr. Voornis. Mr. Chairman, | do not know } t how the committee 
wants to handle this part ¢ yf it, whether you won ald want to question 
Mr. Hanson directly or not, but I thought I would go ahead and finish 
my statement and then you could come back to this. 

I would like to point out that the compilation which Mr. Hanson 
Jas now prepared is up to date, whereas the one in the pamphlet which 
as been distributed to you is 2 years old, and some things have hap 
pened since then, and anywhere it is to be inserted in the record i 
should be up to date. 

Mr. Dotutver. That is precisely my point. 

Mr. Vor rus. The fifth questi is how can voluntary protection 
be improved and broadened. 

Voluntary protection of the people against the ever-present hazards 
of ill-health and the high cost of modern medical care can be improved 
and broadened in three ways: (1) Through the growth of existing pre- 
payment, group practice, comprehensive, health-service plans, (2) 
through the improvement of their methods of operation as this experi- 
mental process develops new and better answers, and (3) through 
establishment of many new plans of rural areas, among organized 
groups of people, and on a communitywide basis in the larger cities. 

As one measure to these ends, some means must be found to enable 
the lower-income families to become enrolled in such plans if they 
are to make the maximum contribution of which thev are capable 

This is not cheap medicine. It is organized medicine that can 
be had on a much better, more preventive basis; but it is not what 
you can call cheap. It costs money and it must be paid for on a 
prope or basis. 

One method of doing this for employed workers and their families 
is by reason of emp lover contr) bution of 50 percent or more—in 
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some cases up to 100 SS the premium charges. This same 
method can be and is being applied to the inclusion of employees of 
cities and States. It could well be used for the inclusion of employees 
of the Federal Government among the subscriber to these plans. This 
method has the advantage of group enrollment, which is so important 
a factor in making these plans actuarially sound. 

There would seem to be no insurmountable obstacles—though ad- 
mittedly these are thorny problems to be solved—to the payment by 
welfare agencies of premiums for families in receipt of public 
assistance. And while it is doubtful that this committee would have 
jurisdiction over such legislation, one of the most logical steps would 
appear to be to make provision for the enrollment in such plans of 
groups of people covered by the Social Security Act. And certainly 
we have not yet explored fully the possibilities in a reinsurance 
scheme, such as I believe, the chairman of this committee has pro- 
posed, whereby plans willing to cover certain specific needy groups 
could be reinsured by a governmental agency against unusual expenses 
involved in so doing. (See H. R. 6949.) 

Now, Mr. Chairman, I believe that the bill, H. R. 6949 is not 
directed exactly at what I have just said. It was a general bill that 
would simply say to a plan, if it would accept applications for enroll- 
ment in the plan and in order that they were filed, and if it were 
in accord with a good many other fairly carefully worked out stand- 
ards that are spelled out in the bill and from which I understood any 
commercial insurance ventures would be excluded, and would be 
limited to a direct insurance plan. 

The CuarrmMan. The purpose of the bill is to stimulate thought and 
consideration to the end that suggestions may be made. 

Mr. Vooruts. I just want tomake 1 or 2if I may. In the first place 
T think that the 2 percent premium would look kind of bad and I 
do not know—I would want to underline that—I doubt if anybody 
knows, but I think it should at least be explained that over the period 
of experience that this might very well be lessened. 

The Cuarrman. The theory of the bill, Mr. Voorhis, is that which 
underlies our FDIC. 

Mr. Vooruis. Yes. 

The CHatrman. Or the experience of every other organization, but 
in the case of the FDIC, there is very general complaint about the fee 
that is charged for that guaranty that ‘the Government gives. Maybe 
2 percent here is too high. I am not in a position to say. But, I have 
heard that criticism which you have just made. We are hopeful when 
we come to a full discussion of these bills or even prior thereto, that 
we receive suggestions that will enable us to make the legislation what 
it should be to accomplish the objective that we have in mind. 

Mr. Voornts. I am sure of that. There is one other comment that 
I would like to make and that is that a problem could arise, and would 
have to be faced in this respect, that where a plan is providing serv- 
ices—not paying people money to go and pay a doctor—but where 
the people are subscribers to a plan like the Washington, D. C., Group 
Health Association, or one where they get their benefits in service, 
you would have to be careful in some way to be sure that the best 
plans, which substantially give the most for the money, to the people, 
does not get penalized in favor of the one that gives the least service 
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for the money. It would work backwards, if you are not careful 
about this. 

But, the thing I am primarily interested in is trying to help get the 
basic cost down as much as we can so as to get more people in, and 
I am convinced that a successful, safe program of this kind—I think 
it would take a while to work it up, but I think it could be done. I 
think no one would know at first. I think that this will contribute to 
that end. 

One way to greatly broaden the usefulness of these plans and their 
impact on the total national problem is by employer payment or public 
agency payment of part or all of the premium for groups of families 
which cannot otherwise afford the cost of even well-organized non 
profit group-practice comprehensive care. 

Second the financial problem faced by both existing plans and 
especially by groups of people seeking to establish new plans must be 
eased if their progress is to be encouraged effectively. Here, certainly, 
this committee could take very significant action. It would pass a bill 
such as the Humphrey-Hagen bill (H. R. 4593) or the Wolverton 
bill (H. R. 6950) in order to provide for very low-interest repayable 
loans to be made to plans new or old to enable them to obtain the 

physical facilities they must have. To many rural communities such 
a measure would make the difference between their being able to 
attract doctors to their community or not being able to do so. A 
doctor is not going to go to a rural community unless he feels that 
he is going to have a nice office or a place where he can practice 
effectively. Under this plan it would be possible for him to have a 
small clinic and people could come there and he could do a good job. 

In many other instances as I have already said, existing plans could 
greatly expand the numbers of families covered by their compre- 
hensive care if only they could find ways to finance the additional 
facilities needed. And no one knows how many community groups 
would organize voluntary health plans on sound basis if they could 
see a way to provide themselves with necessary clinics or he alth centers 
without having to raise locally and immediately all the capital funds 
required. 

Such loans should only be made, as the legislation so wisely pro- 
vides, to groups which can demonstrate their ability, financial and 
otherwise, to develop and carry on an effective health plan, given the 
encouragement and assistance of a loan for the physical facilities. 
Other proper standards of eligibility would, of course, be necessary, 
but these too are included in the Humphrey- Hagen bill. Indeed some 
of them may even be somewhat more stringent than the committee 
would want them. 

Another way of encouraging growth and development of voluntary 
plans would be to provide either long-term low-interest loans or per- 
haps even grants in this case, to community groups which had demon- 
strated their apparent ability to set up an effective plan but which 
were in need of modest amounts of funds for planning and organiza- 
tion expenses. I could name at least one major city—in this case it is 
Milwaukee—where plans similar to the great health insurance plan of 
Greater New York are a real prospect and where the avail: ability of 
even $15,000 or $20,000 for planning and organizing right now might 
make the difference between their going forward or not doing so. 
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All these suggestions are based on the assumption that it is sound 
policy to encourage the people to act on their own behalf, and to take 
initiative in working out answers to their own problems. Only in 
cases where such initiative has been clearly demonstrated by groups 
and where they appear willing and capable of carrying on over the 
long run through their own efforts and resources would the measures 
just suggested seem to recommend themselves. 

Another measure that would appear essential to any orderly ap- 
proach to this insistent health economics problem is provision for a 
thorough-going long-range study of the health service needs of the 
Nation, broken down by areas and population groups and aimed quite 
specifically at formulation of a well-rounded and complete plan for 
meeting those needs both by private and voluntary as well as neces- 
sary public action. Such a study could carry on from where the 
President’s Commission on the health needs of the Nation left off with 
the very sood work which rt did. 

As I have said earlier it seems almost incontrovertible that financial 
assistance to enable medical schools to train more doctors, nurses and 
other professional people and technicians is needed from the stand- 
point of the Nation as a whole. And certainly the voluntary plans 
can only expand and improve if there is an adequate supply of doc- 
tors and nurses to staff them. 

Finally, every proper moral or other influence should be exerted to 
encourage repeal by the States of legislation which restricts the right 
of people to form voluntary health plans and take direct action in 
their own behalf. 

There is abroad in the land today an idea that insurance against the 
hazard of ill health has now been purchased by so large a percentage 
of the people tht the problem is close to solution on a nationwide basis. 
This in our opinion is a very false idea. Actually no more than 15 
percent ¢ of the total medical bill of American families is now being 
paid by all the insurance plans put together. 

The real measure of the extent to which the health economics prob- 
lem is being advanced toward solution by voluntary action is only to 
be found in the number of people who have the benefit of comprehen- 
sive and preventive care through prepayment plans. To adequately 
meet the problem such plans must either provide direct service through 
group practice staffs or else indemnity payments under agreements 
vith cooperating doctors to furnish services for the amount of the in- 
surance claims payment—and no more. 

As has been pointed out no more than about 3 percent of the popu- 
lation has the benefit of such plans today. This is not to discount or 
fail to recognize the tremendous benefits which have accrued from 
plans which solve part of the problem rather than all of it for partici- 
pating families. But it is to urge that we get our sights properly 
focused and that we make up our minds that if we are going to depend 
mainly on voluntary action and voluntary plans, then every encourage- 
ment be given them which it is proper and reasonable to give and 
every barrier in the way of their full and free development be removed. 

I am sorry that took so long, Mr. Chairman, but when the commit- 
tee asks as intelligent and in such searching a manner for testimony 
as you did, it invites somebody who is concerned with the field to talk 
too much, maybe. 
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The Cuarrman. Mr. Voorhis, do not feel that the time of the com 
mittee is so important that it necessitates your making any apology 
for the length of your statement. The fact is that you have presented, 
in my opinion, one of the most comprehensive, intelligent, and coura 
geous statements that has been offered to the committee on this pal 
ticular subject. It is indeed characteristic of the care and precision 
vith which you always have presented matters in which you were 
interested when you were a Member of the House. We feel greatly 
indebted to you for your appearance today, especially for the reali 
zation that a statement such as you have given is not one that could be 
prepared and delivered without considerable thought on your part. 

We realize that it has had that, and that the views you have ex 
pressed are your sincere and considered opinions. We feel indebted 
to you for having come to us with such a splendid statement. 

Are there any questions, gentlemen? Mr. Dolliver. 

Mr. Doturver. Mr. Voorhis, I remember with pleasure our associ- 
ation when you were a Member of the House. Your comprehensive 
statement is no surprise to me, as I remember the great care which 
you gave to the subjec ts you were interested in as a Member of the 
House of Re oe atives. To me there are two very vital issues in 
this whole series of hearings about health and how to secure it for 
he American people. One is the question of predisaster care. That 
is to say, such things as health education, health examinations, and 
preventive medicine. The other is a question of catastrophic illness 
to which you have alluded in your statement. 

I am not saying that these are alternatives, but I would like to put 
the question to you as I did to a witness last week. If they should 
appear to be altern: tives, which do you think would be of the greater 
importance for this Congress to address itself to, namely, the question 
of preventive medicine or the question of catastrophic illness ? 

Mr. Voornts. I do not think you can separate them, Mr. Dolliver, 
to start with. I do not think you can deal in an economical way with 
catastrophic illness unless you make provision for basic preventive 
medical care. I think that dealing with catastrophic illness is the 
thing that is by far the most impressive to people. This is where 
tamilies really go under some times. This is the thing that cuts the 
ground from under them. But it is certainly true that if we are going 
to deal effectively with that, we have to include action in the field of 
basic medical care, because otherwise we will have increasing amounts 
of catastrophic difficulty to deal with. I just do not think you can 
separate them. 

Let me put it this way. I am not sure but that the Congress might 
not devise a way of providing some form of assistance in the dealing 
with the catastrophic illness which would at the same time necessarily 
be based upon salutory reaction in the field of basic medical care. 
What I mean by that is if you can take a plan where the people do have 
basic care, you see, and then ¢ say that we will protect you against 
unusual expense in the case of catastrophic illness, you begin to get 
both results. 

Mr. Dotiiver. Have you felt that one of the weaknesses of the pri- 
vate plans for medical care has been that generally speaking such plans 
do not provide for the expenses of catas trophic illness ? 

Mr. Voornis. Do you mean the plans that I am testifying about 
here, or generally ? 
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Mr. Dottiver. No, the general field of private plans. 

Mr. Vooruis. Well, the general field of commercial insurance, if 
that is what you have in mind 

Mr. Dcutrver. Yes, I would be willing to confine it to that. 

Mr. Vooruis. I think the main trouble is that it has no means of 
giving people assurance that the amount of the insurance claims pay- 
ment is going to cover the cost of the services or the illness. This is 
the trouble. You do not know what is going to happen or whether 
or not those charges are going to be more. You get so many dollars 
and still maybe you will find your bill is twice that much. But I 
think that we are heavy on hospital insurance compared to insurance 
against basic medical care. Blue Cross is pretty widespread now, and 
you do have a lot of people with insurance against illness in the hospi- 
tal when they get there into the hospital, but not so much being done 
to keep them from getting into the hospital. 

Mr. Dotuiver. I wonder if you have given any attention to a cover- 
age that has been suggested here before the committee of a sort of 
a deductible policy for health care, where the patient will pay the 
first hundred dollars or the first $500 of the cost of his medical care, 
and following that cost, the costs would be taken care of by the medical 
care plan, and the insurance would cover that? 

Mr. Vooruts. I even mentioned that almost in so many words in 
my testimony. 

Mr. Dottiver. Would you develop your views further on that? 

Mr. Vooruts. I do not know whether I can, because I do not know 
whether I have enough knowledge. I think this is what I said in 
my brief, that I think that this approach if it goes over a certain 
amount, then you are going to pay it, and in the other case, are 
you not doing almost the same thing, or are you making a distinction? 

Mr. Dotuiver. What I have in mind, at least, is the same thing, 
except that the limits are different. The deductible amount might 
be $500, and the reinsurance commence at $5,000. 

Mr. Voornis. Well, it might, but it would not have to. It is the 
same general approach to the problem in both cases, it seems to me. 

Mr. Doturver. That is a matter of contract, or a matter of legisla- 
tion, of course. 

Mr. Voornis. The other thing you are going to have to think about 
is whether this is going to apply to a plan or whether you are talking 
about insurance to individuals, either of which can be considered, 
and with great profit. 

Mr. Doxutver. I could question the witness longer, Mr. Chairman, 
but I think I have exhausted my time. 

The CrarrMan. That is always the case when you have an intelli- 
gent witness before you. There is always the disposition to ask a 
considerable number of questions because of the quality of the 
answers. 

Mr. Harris. Mr. Chairman, I would like to say that I have enjoyed 
very much listening to our former colleague present his views this 
morning. He has demonstrated to us that he is now doing, as he 
did when he was in the House, giving his wholehearted efforts on 
those things that he feels most deeply about. I am glad to see you, 
sir, and we appreciate having you here. 

Mr. Vooruis. I would just like to say this one thing, Mr. Chairman, 
and that is that we do believe now that there has been enough demon- 
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stration and enough experience so that we believe that if this thing 
is done right, it can make a very great consideration to the solution 
of this problem. It is not just a theory any more. 

The Sonnets nN. I agree with you on that, sir. 

Mr. Voornuis. You have had practical people on the stand better 
able than myself to show how that is true. 

The Cuairman. I am hopeful that individuals and organizations 
will show the same disposition that you have in being helpful in the 
matter. 

Mr. Voornts. Thank you, sir. 

Mr. Hate. I would like to express my pleasure in seeing you back 
here again. You are always very welcome in this committee, and 
we wish you were here for longer. 

Mr. Voornis. Thank you, sir. 

Mr. Hate. I just want to ask you 1 or 2 questions about this article 
on “Laws Affecting Group Health Plans” by Horace Hansen, which 
you just handed us, which obviously I have not had an opportunity 
to read. On page 224, there is a tabulation of 28 States which are 
described in the text as having enabling legislation. The statutes 
directly encourage group health insurance plans, if I understand 
correctly. 

Mr. Voornts. No, Mr. Hale; they are the laws that make it so diffi- 
cult to organize. Mr. Hansen is here, and if it is all right with the 
committee, I would like Mr. Hansen to answer Mr. Hale’s question. 
Is that all right, Mr. Chairman, instead of my doing it? 

The Carman. If the committee has no ojection, we will be glad 
to hear from Mr. Hansen. 

Mr. Vooruis. This is Mr. Horace Hansen, of St. Paul, I think he 
could do it better. It is his article, Mr. Hale. 


STATEMENT OF HORACE R. HANSEN, GENERAL COUNSEL, 
COOPERATIVE HEALTH FEDERATION OF AMERICA 


Mr. Hate. It appears to be a most interesting article, Mr. Hansen. 
I have not been able to read it. Probably these questions would all be 
unnecessary if I had time to read the article prepared, but on page 
224, you say: 


At the present writing medical societies have sought and obtained such 
enabling legislation in 28 States. 

In the footnote you give the States. What is the character of the 
enabling legislation ¢ 

Mr. Hansen. They are what are commonly called fence laws, a 
restrictive type of law which permits only the organized medical pro- 
fession to occupy the field of medical economics in those States. They 
are of a monopolistic type of law, and of a type which this committee 
will have to recognize eventually in drafting any legislation, because 
after all, the sovereign power to regulate public health and safety 
lies with the States and cannot be invaded by the Federal Government. 
So this is an important. point. 

Mr. Hate. I think my own State has one or more of the laws. I am 
still puzzled by the use of the word “enabling” in the text. What do 
you mean by “enabling”? What do they enable? From what you 
tell me, I should have though that they were disabling laws. 
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Mr. Hansen. The word “enabling” is used in the sense that it is a 
release from the ancient common law of prohibition against corporate 
practice of medicine. It enables corporations to be formed for the 
purpose of making contracts with doctors for the dispensation of 
medical care. In that sense it is enabling, because it does away with 
any question about violation of the ancient common law of prohibition 
against corporate practice. 

Mr. Hate. To that extent the statutes would be salutary from your 
point of view ¢ 

Mr. Hansen. No, they are salutary only for the medical associa- 
tions in those States, because they are wr itten in such a fashion that 
they can be used as a practical matter only by the organized medical 
profession, and they foreclose on the possibility, in most of those 
States, of lay groups having anything to say about the administration 
of the plans or the organization or sponsoring of the plans. 

Mr. Har. Your answer still puzzles me. Of course, the base of 
any health plan must necessarily lie in the organized medical profes- 
sion. What you are complaining of, I think, is that lay groups do not 
control the plans, that they are controlled by doctors, is that it? 

Mr. Voornts. Or that groups of people could not start a plan at 
all, or could not agree with the group of doctors or even a small group 
of doctors might not. For ex: ample, Mr. Hale, the Illinois law used to 
say that you could not organize a plan like this unless 51 percent of 
all the doctors in the county in question agreed to participate. In 
Cook County this was obviously impossible, unless the plan was ac- 
tually organized by the organized medical society. Even a small 
group of doctors could not do it. This was the reason why the law 
was amended. 

Mr. Hate. Apparently from the red line drawn through Illinois, I 
take it that the Illinois law was repealed or amended ¢ 

Mr. Vooruis. It was amended, and without opposition from the 
medical society. I want to emphasize that. They did not oppose the 
amendment and we felt it was very good on their part, that action. 

Mr. Hansen. I think the important point, sir, to be made here in 
connection with these laws is that assuming that this Congress were to 
pass 6949, as written, what it would have the effect of doing is super- 
Imposing a certain amount of blessing or endorsement, and certainly 
a good deal of aid, to plans which are operating under these restrictive 
acts, and thus further foreclose the opportunity for other types of ex- 
perimentation in the field of medical economics. I think it is a very 
important consideration for the committee. 

Mr. Have. Because we cannot possibly repeal the State laws. The 
only thing we can do would be to make grants in aid or otherwise make 
provision for the States which would be so attractive that the State 
legislatures would immediately wish to repeal these laws. Is that not 
right ? 

Mr. Hansen. You could do that, or at least set up some standards in 
the bill itself. 

Mr. Hate. I may say for myself that I am perfectly satisfied that 
the group health insurance plans of the character that Mr. Voorhis 
has been talking about this morning, offer the only real solution to the 
medical problem of the Nation, The only thing that puzzles me now 
is as to how much of a part the Federal Government can or should 
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play. All of the testimony before the committee, I believe, is to the 
effect that there has been a great change in the feeling of the public, 
and the feeling of the profession in the last 20 years, due to various 
factors: Increasing aa of medicine, increasing complhicat ion of treat 
ment, and so on, 

Mr. Vooruis. And increasing skill, I might add. 

Mr. Hate. That isright. But slowly, and not without a good deal 
of opposition, including some from places where it may not be very 
enlightened, these group health insurance plans have got under way 
and they have made very great headway. And it seems likely that 
they will make accelerated headway from now on. It is to be hoped, 
[ should s ay, that the State laws which you have described would 
one by one swept away. Just where the Iederal Government come 
in, just what we ought to do to encourage, I do think is a serious prob 
lem, whether we ought to authorize F ‘cale ral grants-in-aid or whether 
we ought to stimulate ae States in some other way. 

Mr. Vooruts. Pas ve of a bill like 6950, which is similar to the 
Humphrey bill that. was itrodeced in the Senate, a bill like 6950 
would have this effect, I think, Mr. Hale. It would open before groups 
of people, doctors and laymen, either one, the way in which they 
‘ould see that they could get their hecessary phy sical facilities at a 
reasonable cost. ‘This is a loan proposal, not a grant. And where 
they found, as these groups did in Illinois, that there were legal bar 
riers against this, I think you would begin to get a lot of pressure to 
straighten this thing out that vou would not have otherwise. I think 
this is one factor involved in it. 

Mr. Hate. I will examine with particular interest the statutes of 
my own State in this matter. Perhaps I can get them amended. 
Thank you very much. I think your statement was of tremendous 
interest. 

Mr. Voornis. Mr. Chairman, with respect to the State legislation, 
[ would like to respectfully ask that this summary that Mr. Hansen 
has prepared and brought up to date be included in the record, or at 
least submitted to you for inclusion in the record at your discretion, 
or whatever way you want me to make the request, I will make i 

\ lot of work has gone into this. 

The CrarrMan. I have in mind, Mr. Voorhis, that if we have not 
finished the hearing this morning, which includes the testimony of 
Mr. Myer, that it will be necessary for us to return this afternoon. On 
this afternoon, if the opportunity is afforded, it may be possible to 
give Mr. Hansen an opportunity to testify more fully. I will with 
hold passing upon the request that has been made until we see whether 
Mr. Hansen can testify this afternoon or not. If not, then I will give 
further consideration to the suggestion which you have made. 

Mr. Harris. Mr. Chairman, in that regard, I get the impression 
from the explanation given here, Mr. Voorhis, that all of the enabling 
legislation referred to is restrictive. 

Mr. Vooruis. In that particular list; yes, sir. In that list it is. 

Mr. Harris. Well, I would want that very clearly understood, that 
if it went into the legislation as legislation in all of these States, 28 
of them, referred to, that where restrictively construed and there was 
no question about them being restricted legislation as you have 
explained it here, that would be perfectly all right. But that is a 
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lot of legislation, and there are a lot of States involved. The record 
should show something where it would be construed to be otherwise. 

The Cuareman. It is for that reason that I hesitated passing on 
the suggestion. 

Mr. Voornis. This tabulation makes it very plain, and I think that 
some explanatory note from Mr. Hansen would be necessary to go with 
it, probably. 

The Cuairman. Are there any further questions, Mr. Heselton ? 

Mr. Hesev_ron. Mr. Voorhis, on that point, that is, Mr. Hansen’s 
study, does it include any legislation in any of the other States, that 
is, actually of a true enabling character? By that I mean of assistance ? 

Mr. Hansen. That is right. This is included. 

Mr. Hesevton. That is in that, too? 

Mr. Hansen. Yes, and there are a number of States where that is 
the case. There are some States where there is not anything. 

Mr. Hesevron. But there are three categories, those that restrict, 
and those that assist and those that say nothing? 

Mr. Hansen. That is right. 

Mr. Hesevton. There was one statement in your formal testimony 
which rather amazed me. I was under the impression that all these 
various plans did cover a considerable amount of the medical bill of 
the country. But you say, “Actually no more than 15 percent of the 
total medical bill of American families is now being paid by all the 
insurance plans put together.” 

Mr. Hansen. I think that figure is the one that has been found by 
most of the studies, Mr. Heselton. It is not mine. It is what some 
of these studies have found to be about the right number. 

Mr. Hese.ton. That may well become a point of considerable in- 
terest in the record, and it would be based undoubtedly upon some 
statistical information you could make available to us, running over 
the last 3 or 4 years? 

Mr. Hansen. This, I think, was the figure that was found by the 
Senate study, a study that was made for the Senate Committee on La- 
bor and Public Welfare several years ago that Dr. Dean Clark headed 
up, and I think the same figure is substantially in the President’s 
“Health Needs of the Nation.” It is secondhand, as far as I am con- 
cerned, Mr. Heselton. I am just convinced that it is about the right 
figure. I do not think anyone knows exactly. But in order to get a 
little of the feel about it, it is important to remember that about half 
of use have hospital insurance, the other half do not have any. Of 
the ones that do have hospital insurance, in very few cases’ does it 
cover anywhere near the whole people, and then you have a quarter 
of the people with some insurance for medical eare and surgery, but 
in those cases it is hardly running over 40 percent of the bill. And 
then there are a lot of people with nothing. So when you stop and 
think about it a little bit, the 15 percent really is not too far wrong, | 
am sure. 

Mr. Hesevron. That is all. 

The Cuatrman. Any further questions, gentlemen ¢ 

If not, we thank you, Mr. Voorhis. 

We have already expressed our appreciation for your statement. 

Mr. Voornts. I am much obliged to you, Mr. Chairman: ‘Mr. 
Hansen will be here all afternoon, if you want him. 
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(The following information was submitted for the record :) 


RESTRICTIVE STATE LEGISLATION 


A tabulation of the Cooperative Health Federation lists 15 States with manda 
tory legislation which grants professional-controlled plans a monopoly in the 
repayment field. The federation believes that as a practical matter it would 
be impossible for consumer-sponsored plans to operate under these acts in the 
following States: 

\rizona Iowa Ohio 
Colorado Kentucky Pennsylvania 
Florida New Hampshire Rhode Island 
Georgia New Jersey Tennessee 
Idaho North Dakota Virginia 


The following 11 States have special acts not designed for either physician- 
controlled or consumer-sponsored plans and may be used by both: 


Connecticut New York South Dakota 
Maryland North Carolina Texas 
Mississippi Oklahoma Washington 
New Mexico Oregon 


The following three States have separate acts for consumer-sponsored plats 
ranting them approximately the same rights as are afforded to the Blue Shield 


plans; 


lllinois Massachusetts Wisconsin 


SPECIAL ACTS AFFECTING PREPAYMENT MEDICAL CARE PLANS 


SURVEY THROUGH 1953, COMPILED BY COOPERATIVE HEALTH FEDERATION OF 
AMERICA, CHICAGO, ILL., JERRY VOORHIS, EXECUTIVE SECRETARY 


The attached chart and summary of special acts show the type of State stat- 
ute authorizing prepayment, medical care plans existing in each State having 
such a statute as of the end of 1953. The year appearing immediately below the 
name of the State at the top of the chart indicates the time of enactment of the 
first statute on the subject. The summary likewise shows the year of enactment 
and the current code section number. Amendments are not indicated in each 
nstance in the interests of conserving space, but will be found in the supplements 
to the code under the same section number. 

The breakdown in the chart is designed to indicate at a glance, the nature of 
the special act in each State. The first breakdown shows the most important 
aspect—whether the legislation is designed for use for only professional-con 
trolled plans, or for both professional- and consumer-sponsored plans through 
the same act, or a separate parallel act. 

“Restrictive” means the act is designed for only professional-controlled plans, 
commonly called Blue Shield plans. 

“Mandatory” means that the restrictive act grants professional-controlled 
plans a monopoly in the prepayment, medical care field, since as a practical 
matter it would be impossible for consumer-sponsored plans to operate under these 
cts. 

“Permissive” means that the restrictive act, while designed for the exclusive 
use of professional-controlled plans, does not require that all prepayment, medi 
cal care plans be organized under that act. Thus the benefits of the act do not 
extend to consumer plans which must organize under other corporation statutes 
ind are exposed to the common-law prohibition against corporate practice of 
medicine and against adverse rulings under insurance laws, which situation may 
exist in that State and bar operation of consumer plans as a practical matter. 

“Open” means that the special act is not designed for either type of plan and 
may be used by both. 

“Separate act’’ means that in that State there is a parallel, separate act for 
onsumer-sponsored plans granting approximately the same rights to those 
plans as are afforded in the so-called Blue Shield Act existing in the same 
State, 
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The elements of State regulation appearing in the chart show very little, if 
any, requirements for many of the restrictive acts. Real regulation exists only 
where a State license is required, coupled with power in the State to suspend or 
revoke the license. Only partial regulation exists where approval of the contract 
forms and rates is required without the requirement for license. Only pseudo 
or apparent regulation exists where filing only of contract forms and rates is 
required, without necessity of a license. This latter situation exists in many 
of the States, such as Minnesota, but is not shown specifically on the chart which 
is designed to show whether a given State actually exercises some regulation 
through a license or approval of contract forms or rates. Exemption from in- 
surance laws and from taxation exists in many States. It will be noted that 
under the classical standards for tax exemption many plans operating under 
these special acts did not measure up and have tax exemption only by virtue of 
a section in the special act. 

The elements of professional control show the decisive provisions which char- 
acterize the special act as being restrictive in the sense that it may be used 
only by the organized medical profession. This is obvious where all or at least 
a majority of the incorporators and/or directors must be doctors or persons ap 
proved by the medical association. It is less obvious where the special act is 
made part of the pre-existing Blue Cross statute. However, an inquiry into 
the situation in those States will readily show that since the Blue Cross hos- 
pital plan is under the influence of the medical profession, the Blue Shield plan 
will automatically fall under the same influence. In any event, where the Blue 
Cross and Blue Shield statutes are combined it is impossible for consumers to 
operate a democratically controlled plan. Where the special act requires par 
ticipation by a specified number of licensed physicians in the area or the State, 
it is obvious that the plan could not operate under such an act without sponsor 
ship or endorsement by the county or State medical society, or by both, and 
the society involved would naturally reserve such endorsement for its own Blue 
Shield plan, 

Many of the restrictive acts require free choice of physician as an essential] 
ingredient in any plan operating under the act. This means that a subscriber to 
the plan would be free to choose a different physician in any part of the State for 
“ach item of medical service required. At first blush this might seem to be a 
desirable provision, but on closer inspection it will be found to be the device used 
by the organized medical profession to perpetuate the fee-for-service method of 
paying for medical services, to the exclusion of all other methods. A plan em 
bodying free choice as narrowly defined by the medical profession is actuarially 
feasible only if all of the physicians agree to a special fee schedule. Obviously 
such a uniform fee schedule on a statewide basis could not be effected other than 
through a State medical association, which would naturally reserve such action 
for the exclusive benefit of its own Blue Shield plan. As a practical matter it 
would not be possible fer a consumer-sponsored plan to obtain an agreement from 
the medical profession on a fee schedule which would constitute the entire pay- 
ment for the item of medical service rendered to people within the specified 
income brackets. 

Since free choice automatically involves a fee schedule, Blue Shield plans are 
necessarily very limited in the number of services or amount of indemnity pro- 
vided. They often exclude the first items of service and limit the number or type 
of professional calls available in any illness or contract year. Some are limited 
to surgery and to calls at the hospital and exclude office and home calls. Fee 
for service always involves a pyramiding of costs as specialists care is required. 
and in every case where more than one physician is involved the overhead of 
each physician adds to the total cost as reflected by the fee schedule. Thus in 
order to have a salable contract, meaning one that would fit the budget of most 
people, the benefits available must necessarily be scaled down. 

On the other hand, a consumer-sponsored plan usually embodies group practice 
of medicine with prepayment. The central principle in group practice is that 
the science of medicine is so vast and complex that it cannot be mastered by one 
individual, and that only a balanced group of general and specialist practitioners, 
free to consult with each other, and practicing medicine as a group are best able 
to combine the knowledge and skills in order to effect the best diagnosis and 
treatment. ‘Free choice” as narrowly defined by the medical profession, and 
as such made a mandatory part of a State law, would make group practice 
impossible. 

In the broad sense free choice should include in its meaning the right of a 
consumer of medical services to freely choose to seek care from a solo practi- 
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jioner or a group of practitioners practicing as a clinic, as well as freedom to 
join or to quit a group-practice plan, Incidentally, the State laws containing the 
typical free choice section as narrowly defined, actually or tend to make im- 
possible the operation of group practice plans, worthwhile as they may be 
experimentation for all types of plans with different methods of prepayment, 
different types of benefits, and with or without group practice, would be desirable 
na free economy where publie acceptance should be the ultimate test for success 
Many State special acts restrict experimentation, and some actually limit activity 
in the field to one stereotyped plan. This situation is undesirable and should not 
be tolerated in a democracy 

Any Federal plan designed to make more and better medical care available 
» more people should not be drafted without considering the limiting effect of 
these special State acts 

Further, any proposal for a Federal-aid plan should consider that it may have 
the possible effect of endorsing the existing restricted situation, an1 of adding 
strength to a trend toward class domination of the field of medical economics, 
ill because of the underlying basis created by existing State legislation 

(In the summary under restrictive acts, Illinois, Massachusetts, and Wisconsin 
are not included since a parallel separate act permits consumer-sponsored plans 
Thus the States listed under restrictive acts have no provision for consumer 
sponsored plans by either a separate or open act.) 


SUMMARY 
1. Restrictive acts: 
Alabama (1945): Ala. Ann. Code t. 28-304. 
\rizona (1945): Ariz. Code Ann. Sec. 53-421 
California (1941): Cal. Corp. Code. Sec. 9201 
Colorado (1951): Colo. Stat. Ann. Code ¢. 109, Sec. 23 (17) (m). 
Florida (1945): Fla. Stat. Ann. ¢, 641. 
Georgia (1950): Ga. Code Ann, ¢. 99-10A, Sec. 99-1001a, 
Idaho (1947): Idaho Code 41-1701. 
Iowa (1945): Ia. Code Ann, ¢. 514.1. 
Kansas (1°45): Kans. Gen, Stat. Ann, 1949, Sec, 40-1901 
Kentucky (1946): Ky. Rev. Stat. 1953, Sec. 303.160, 
Louisiana (1948): La. Rey. Stat. 22: 1661. 
Maine (1951): Me. Rev. Stat. ¢. 56, Sec. 218, as amended c. 47, L. 51. 
Michigan (1939) : Mich. Comp. Laws, Sec. 550.31 or 17 MSA 24,591. 
Minnesota (1945): Minn. MSA ¢. 159 
Montana (1947) : Rev. Code of Mont. ¢. 15-1401 (da). 
New Hampshire (1948) : N. H. Laws '48 c. 166, as amended L, ’45, ¢. 96 and L. 47, 
CC. cheb. 
New Jersey (1940): N. J.S. A. 17: 48A 
North Dakota (1945): N. D. Rev. Code, Sec. 26-2701. 
Ohio (1941): Ohio Gen. Code, Sec. 669-14 
Pennsylvania (1989): Pa. Stat. Ann. t. 15, Sec. 2851-1503. 
Rhode Island (1945): R. IT, Acts 1945 ¢, 1598 
South Carolina (1948): S. C. 1952 Code of Laws, See. 307-1101. 
Tennessee (1945): Wm’s. Tenn. Code Sec. 4186.18. 
Vermont (1939): Vt. Rev. Stat., t. 26, ¢. 261 
Virginia (1940) : Code of Va., 1950, Sec. 32-168. 
West Virginia (1943): W. Va. Code Ann. 1949 See. 3242 (1954). 
2, Open acts 
Connecticut (1989) : Conn. Rev. Gen, Stat. Sec. 5281 
Maryland (1945): Md. Ann. Code Gen. Laws art 48A, See 
Mississippi (1946): Miss. Code Ann. Sec, 5615-01. 
North Carolina (1943): Gen. Stat. e. 57. 
New Mexico (1947): N. M. Stat. Ann. Sec. 60-1401 et seq. 
New York (1939) : 27 Con. Laws of N. Y. Sec. 250. 
Oklahoma (1949): Okla. Stat. Ann. t. 36, Sec. 841. 
Oregon (1917) : Comp. Laws Ann. Sec. 101-901. 
Washington (1947): Wash. Rev. Code 48.44.010. 


8. Separate acts 
Illinois (1951): Stat. Ann. c. 32, Sec. 505 


Massachusetts (1941): Ann. Laws ec. 176C. 
Wisconsin (1947): Wis. Stat. Sec. 185.25. 


89087——H4—pt. 6 29 
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}. Apparent authority for lay plans 
South Dakota (1949) : S. D. Code Sec. 11.1101 (1939) 
Texas (1945): Tex. Rev. Civ. Stat. Ann. art 1302-2A. 


5. No special acts 
Arkansas 
Delaware 
Indiana 

Missouri 
Nebraska 

Nevada 

Utah 

Wyoming 
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PrRoGRessS Reports TO SEVENTH ANNUAL MEETING or CHFA, Jung 29, 1953 
COMMUNITY HEALTH CENTER, TWO HARBORS, MINN. 


This year, we of Two Harbors Community Health Center have much to report. 
Probably not since our beginning has any single year been more crucial. We 
hope that what we have to present here today will be a report of progress, but it 
will be up to all of you—as well as to all of us—to make it so. 

As you know, at our annual meeting held last January, we decided to build a 
new health center. Our present frame building, with which most of you are very 
familiar, has been condemned by the State Fire Marshal. It was ordered. closed 
as of last December, but because of our efforts toward construction of a new 
center, nothing has been done to implement this order. 

We began our fund drive with a local goal of $125,000—this, on the theory 
that the Duluth, Massabe & Iron Range Railroad Co., the major employer in the 
area, would contribute substantially to such a drive. But what has happened? 
A self-appointed citizens’ committee met with Paul H. Van Hoven, president of 
the railroad, and with much condemnation and innuendo, the voice of the rail- 
road said, “No money.’ Not so long as we Were controlled by “that group.” 
Not until we were approved by the St. Louis County Medical Society. 

Here, then, was the final straw that drove us to legal battle with the medical 
society. Eight years of boycott, we felt, was about all any one group should 
have to take. So we filed suit, with Thurman Arnold, Walton Hamilton, Lee 
Loevinger, Horace Hansen, and Walter Egeland as our attorneys. The 45-day 
extension, granted the medical society for their reply will not be up until late 
next month. We'll know then how much of our efforts must be expended in court 
instead of in our fund drive. 

Those of you who have filed such suits before us know what we are going 
through. We do have your fine example of courage, and for your eventual 
triumph to sustain us in our difficult hour; we thank you very much. 

Right now, our fund drive locally totals $90,000. We have contacted the 
railroad brotherhoods and have talked with Roy Reuther of the CIO. Through 
them by the middle of next month, we will have met with the State CIO, and 
arranged an interunion conference with CIO, AFL, railroad brotherhoods, the 
Grange, and the cooperative organizations to see what can be done jointly to 
keep our plan alive. 

The opopsition is deadly. All the old prejudice, the name-calling, Red-baiting 
slander is on again. We started our drive in a spirit of friendship, hoping that 
our town’s great need for a new hospital would heal the cleavage between our 
side and the anti-co-op forces. But they prefer to see the town forever without 
a hospital to seeing us succeed in our plans. 

One thing which the reactivated controversy has done for us is the inspiring of 
many of our lukewarm members to more active, more definite roles. Not many 
people are on the fence in this battle—and those on our side are militant. 

One more constructive step is the widening of scope, the greater awareness 
among our members that this is not an isolated plan, that what happens in and to 
Two Harbors is of vital importance to the rest of the country. They will waken 
more slowly to the converse proposition, that What happens to the rest of the 
country affects Two Harbors also. When they do fully realize this, CHFA will 
have made progress, too. 

We run a regular weekly column, titled “For Our Community’s Ache,” in 
our local paper. This column attempts to inform readers of the purposes and 
advantages of a prepaid consumer-sponsored health plan. Further publicity 
has been carried on, on a more or less regular basis, with news releases, display 
advertising, and letters to cooperatives and to labor groups. 

We've helped to carry our story outside Two Harbors, too, by attending the 
regional conference of the President’s Commission on the Health Needs of the 
Nation, held last September in Minneapolis, and by taking an active part in the 
regional outgrowth from this conference—the recently organized regional health 
committee sponsored by Group Health. 

Perhaps one of the most dynamic records of progress has been chalked up by 
the women of the Community Health Center Guild. Organized last February, 
the guild—-presided over by Mrs. William Kosiak—has, through bake sales, candy 
sales, rummage sales, and dances, made over $1,500. Their plans for the imme- 
diate future include a food stand on the much-traveled North Shore Highway 
through the summer tourist season and a giant carnival-bazaar for which 
they've been making beautiful articles these past months. Proceeds from their 





HEALTH INQUIRY 1787 


activities are earmarked for the new health center construction, toward which 
they have already donated $1,000. 

There has been no decrease in our membership in the past year, in Spite of 25 
percent increase in rates. Now that we have a full staff (for purposes of finan- 
cial stability, we are temporarily regarding a staff of five as full), we expect 
membership and utilization both to increase. Our total number of outpatient 
visits (including both home and office calls) was some 3,000 more than the pre- 
vious year. We averaged 80 daily outpatient visits for 1952. For a good part 
of that year we had only two doctors handling the load 

Our staff picture has never before looked so bright. We have 4 general prac 
titioners and 1 surgeon, all of us young and all in sympathy with our purposes 
Dr. Kosiak, Dr. Moyer, and myself have been in Two Harbors for 1 to 5 vears 
And the Drs. Hanson—Dr. William Hanson and his wife, Dr. Millie Hanson 
came this spring from the University of Minnesota. Dr. William Hanson is a 
surgeon and Dr. Millie is a general practitioner. 

We have the nucleus for a tremendously successful cooperative health center 
a congenial working staff, an aroused membership, enlightened labor organiza 
tion, an extremely active women’s guild, and a growing publicity program. But 
we have the possibility, too, of a thudding collapse—discord within the commu 
nity, violent opposition from industry, subtle boycott by organized medicine, the 
constant prodding of a much-pressured fire marshal, and an unfriendly legis 
lature which hampers us with restrictive laws. 

We can succeed and we believe we will succeed, but we cannot do it alone 
We need the help—moral and financial—of every individual and every group 
within this. our parent organization, the Cooperative Health Federation of 
America. We'll be big boys one day, but right now we need “Mama.” 

Presented by Robert Painter, M. D., Community Health Center, Two Harbors, 
Minn 


COMMUNITY HOSPITAL-CLINIC, ELK CITY, OKLA, 


Membership education.—Our educational activities consist of a monthly bulle- 
tin and an annual membership meeting. Our bulletin carries news about mem- 
bers and employees as well as articles on medical subjects. The annual mem- 
bership meeting lasts a whole day. The morning is usually devoted to business, 
the afternoon to a guest spenker and discussion. Last September we had a bar- 
hbecue with over a thousand members attending. 

Between membership meetings the members can express their wishes through 
their grievance-suggestion committee. This committee is composed of a plan 
member, a board member, a nurse, a doctor, and a lay employee 

Utilization.—Dues-paying members have been as follows: 1950, 1,772: 1951, 
1.707 : 1952, 1,698. Our ratio of member to nonmember volume runs about 50-50 
Our patient-days are about 45 percent members while our clinie visits are about 
55 percent members. 

Financial status.—Because of an $82,000 bequest we have been able to retire 
our mortgage and are now air-conditioning the hospital. On April 30 we had 
$65,000 in liabilities and $115,000 in the bank 

Community relations.—Since settling our suit last spring our doctors have been 
admitted to the local medical society and community relations have improved 
considerably. 

One of our doctors is now vice president of the local medical society. All the 
nonclinie doctors in town have staff privileges in our hospital, but rarely use 
them. 

Our doctors have now been admitted to all the three service clubs in Elk City 
We are active in the community chest and the chamber of commerce. Our 
administrator has been elected to the board of directors of the State hospital 
association and is president of the district association of hospital administrators. 
This»would have been impossible 14 months ago. 

Plans for 1953-54.—Our plans for next year include the completion of air 
conditioning our hospital. We also plan to have an architect and landscape 
artist prepare master plans for the development of our hospital and grounds. 
As money becomes available we will improve our physical facilities. 

Next year we also hope to offer our members an alternative plan which will 
broaden this prepaid coverage to include hospital expenses. The membership 
is being surveyed at the present time to determine interest in this move. The 
board will probably review this survey and make its decision in July. 

Submitted by Milton Sugarman, M. D., Community Hospital-Clinie, Elk City, 
Okla. 
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COOPERATIVE HEALTH ASSOCIATION, KANSAS CITY, MO. 


We realize that Cooperative Health Association’s operation is somewhat dif 
ferent from the average member of Cooperative Health Federation of America 
in that we are limited in our growth and our scope cf operations. 

1. Membership growth.—Our membership growth has been small and at the 
present time we have approximately 1,600 members, with a total family coverage 
of members and dependents of 6,500 persons. It is practically impossible for us 
to expand and increase our membership, inasmuch as we were organized to cover 
the members of Consumers Cooperative Association and its subsidiary organi- 
zations. 

2. Utilization.—Our people are utilizing their association to the fullest extent 
and we are, at all times, trying to get them to advise the board of directors of 
any changes which they would like for use to make in our policy agreement so 
that the Cooperative Health Association could be of greater service to our 
members and their families. 

3. Financial status.—During the past year we began to have trouble, particu 
larly in financial status, as claims were increasing in number, as well as ameunts, 
so that the end of May 1952 found us with a loss of approximately $7,000. On 
June 1 we increased our membership fees approximately 20 percent and at the 
same time increased our benefits by increasing the per day allowance for hospital 
rooms from $7 and $8 and miscellaneous expenses in hospitals from $45 to $60, 
so by the end of the fiscal year, which was December 31, we were able to recuper 
ate to some extent so that we showed a loss of $3,800. 

At the end of May 1953 we were able to show a net savings for the 5 months 
period of approximately $175, which leads us to believe that by the end of 
December we will be able to overcome the deficit of the prior year. 

4. Community relations.—Our relations with hospitals and doctors in the com 
munities where our members live have been excellent. We find, however, that 
a large percent of our members show their membership agreement to their 
doctor, particularly on the surgical schedule of benefits, so their doctor might 
know how much he would expect to receive from Cooperative Health Association 
for services rendered. We sometimes feel that doctors are taking advantage of 
our association by increasing the amount which they might charge the member 
for services rendered, thereby collecting a larger fee than they might normally 
do. This is supposition, of course, but we find different doctors in the same 
communities have different fees for the same type of service performed, which 
leads us to believe that the one who presents a larger bill has seen the amount 
which we might allow, thereby realizing more money for his services than he 
otherwise might receive. 

5. Plans for 19538-54.—Our plans for 1953-54 are to concentrate our efforts 
on advising our members of how the Cooperative Health Association can be 
beneficial to them and rendering better service to our fellow employees. 

Submitted by E. O. Gillespie, president; presented by Edwin White 


COOPERATIVE HEALTH ASSOCIATION, SUPERIOR, WIS. 


The Cooperative Health Association of Superior, Wis., remains as one of the 
smaller plans which are members of CHFA. It may be one of the oldest, however, 
having held its 15th annual meeting this year. It was initially started by a group 
of six co-ops, with the cooperation of the Douglas County and of the State 
Medical Society of Wisconsin. It was an “experiment” on the part of the 
doctors, and they shortly withdrew. 

It is still controlled by the six member co-op stores, but since they participate 
little if at all in the annual meetings, the thought of changing to a subscriber- 
member plan has beeen advanced several times. This year steps are being taken 
to study the legal angles and if possible bring a proposal to the next annual 
meeting. 

Our prepayment plan pays 75 percent, up to a maximum of $100 per case per 
year, for all types of medical services, from office calls upward, and 25 percent 
on laboratory procedures, X-rays, etc., directly to the subscriber. Dues are 
$1.85 per month for individuals, $2.75 for unit of 2 and $3.70 for family units: 
with reductions for annual payments and for group enrollments. We have sev- 
eral co-op employee groups under group enrollments, and studies in the past year 
indicate a more favorable experience under group enroliment, the same as other 
plans have found. We intend to look for more group enrollments this year, 
to boost our subscriber total, which is now 283 in individual units and 188 in 
group units. 
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Total income in 1952 amounted to $14,490, with $12,832 paid out in benefits. 
With operating expenses, we had a loss of $1,002 for the year. Dues were raised 
about 10 percent at the beginning of this year, but we are still running slightly 
in the red, though it is expected that it will be made up through eased claims 
during favorable summer weather. 

Services covered included about 2,500 home and office calls, 150 physical 
examinations, 50 eye examinations, 100 minor surgery, over 50 major operations 
and confinements; for total services representing over $22,000 in medical service 
costs. 

At present we have no educational program beyond our annual report, but 
have had a membership newsletter in the past. 

Our community relations are reasonably good, and doctors accept our existence, 
although they do not go out of their way to assist us. 

If we can enlarge our membership during this year, we hope to have a better 
report for you next year. 

Submitted by Taisto Hayrinen, president, Cooperative Health Association. 


GROUP HEALTIL MUTUAL AND GROUP HEALTH ASSOCIATION, ST. PAUL, MINN 


1. Membership education—This is carried on throuch: 

(a@) Membership participation in the affairs and activities of the organization. 
Attendance at local group meetings, district and annual meetings, conference 
on health, ete. 

(b) Group Health magazine, which goes to all of our policyholders six times 
yearly. It endeavors to (1) keep them informed on significant happenings in 
the health field generally; (2) keep them informed on the work of their organi- 
zation and its problems: New coverages offered, services such as the credit 
union, Celo Laboratories’ vitamins, etc,; the problems and threats posed by com- 
mercial competition; (8) convey to them an understanding of the cooperative 
philosophy of the organization, its goals and objectives, and the meaning these 
goals and objectives hold in terms of eventual improvement of medical services. 

(¢) Group Health Information Letter, which goes to about 1,000 key persons: 
Group Health officers, Group Health collectors, local group officers, district com- 
mitteemen, etc. This letter endeavors to deal with any problems of the moment 
on which information to our representatives in the field can be helpful: Legisla- 
tive problems, operational problems, changes in home-office operation, overall 
plans for local, district, and annual meetings, ete. 

(d) District committee meetings. The 10 district committees, covering Minne- 
sota and Wisconsin, are composed usually of 5 members elected at the district 
meetings. They customarily meet with a representative of the home office and 
the directors and supervisory committeemen from their district. These meet- 
ings, in addition to arranging for the regular delegate meetings, air problems of 
the organization, clear information and grievances from the membership to 
management, convey a better understanding of management problems from the 
home office to membership representatives, and seek to work out programs for the 
advancement of the organization in their district. 

(e) Local group and community meetings, usually annual meetings of the 
groups. Two hundred and ten local groups held annual meetings and filed re 
ports during the past year. Information is brought to the local members through 
motion pictures, slides, and charts. A speaker from the home office is nearly 
always present to give information about the organization, to answer questions, 
and to deal with grievances. 

(f) Annual meetings of the 10 districts, made up of delegates from the local 
groups. In addition to electing officers, these meetings originate resolutions and 
earry on discussions and exchange of information at a higher level. About 80 
percent of the membership was represented by delegates at these meetings. 

(g) The general annual meeting, also of delegates from the local groups. 
Here.the edueational media are reports of officers, discussions by the delegates, 
and addresses usually by two nationally important speakers. At least one of 
the addresses is directly concerned with health matters. More than 500 members 
and delegates attended the 1953 annual meeting. One hundred and twenty-three 
local groups, comprising well over 50 percent of the membership, were repre- 
sented. 

(hk) Personal contact through the field staff, the home-office staff, and more 
than 400 local volunteer collectors. 

2. Membership growth.—Group Health reached the highest point in its history 
in membership and business volume during 1953, in spite of competition of the 
most aggressive kind, and in spite of the necessity to convert all of our old con- 
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tracts to new ones in order to meet changing needs and changing conditions. 
We closed the year with a membership of 38,000 family units or 125,000 persons. 
Growth is reflected also in the expansion of our insurance lines. We are offer- 
ing a wider variety of protections, including life, accidental death and dismem- 
berment, and catastrophic sickness insurance, and the ayerage member is making 
greater use of these protections. Another area of growth—relatively small, as 
yet, is the Group Health Federal Credit Union. We passed the $50,000 mark in 
1952, doubling the previous year’s figure, and we will at least double again in 
1953. Many of our creamery health groups now sponsor local units of the 
credit union and handle deposits and loans. This phase of the work is beginning 
to snowball. 

3. Utilization.—We paid out $1,750,000 in 1952 for hospital, medical, and re- 
lated expenses, an average of $7,000 every working day. Roughly 1 family in 2 
had occasion to use hospital services during the year, and members used in 
benefits during the year 72 cents of every premium dollar paid in. 

1. Financial status.—Group Health did more than $2 million worth of business 
in 1952, and finished the vear with a surplus of $135,000. Because of our policy 
of paying out a maximum of benefits with relation to income, and because of 
rapid growth in recent years, our surplus is not as large as it should be with 
relation to the volume of insurance we are providing. We are remedying this 
by (1) an increase in the surplus out of premiums, and (2) a new issue of 
guaranty-fund certificates which will be offered to all members with the plan 
of getting as many as possible to become investors. 

5. Community relations.—(a) We sponsored a regional health conference this 
year to explore the recommendations of the President's Commission on the 
Health Needs of the Nation, and our secretary-treasurer and general manager 
was local chairman of the regional hearing which the President’s Commission 
held in Minneapolis last fall. At our regional conference, we involved all of the 
major farm organizations in the area with the exception of the Farm Bureau, 
the major labor organizations, and the cooperative organizations. Our efforts 
got top-level attention from the metropolitan press, 

(b) We provide medical and nursing scholarships to 9 students, at the rate of 
$500 a year each. This program gets a great deal of attention from the high 
schools, universities, and colleges in our area, and from the local press. Our 
scholarship screening committee is made up of professors in the medical and 
nursing schools in the University of Minnesota, practicing physicians, educators 
in the liberal-arts field, ete. 

(c) Every local or district meeting is the subject of news releases provided 
by the home office and usually placed by local officials of the organization. We 
also encourage delegates to the annual meeting to place stories with their local 
papers about their attendance. 

(d) Through Group Health Association we have contributed both in cash and 
in other forms of assistance to bospital-fund drives in our area. 

(e) We have taken part in such campaigns as that of the Multiple Sclerosis 
Society, and we have aided such drives in our publication. 

6. Plans for 1953-—54.—(a) To achieve a premium income of $2,750,000 annually. 

(b) To increase our surplus substantially, with an eventual goal of $1 million. 

(c) To consolidate Group Health Mutual, Inc., of Minnesota, with Group 

Health Mutual Life, of Washington, and expand our life-insurance program in 
Minnesota and Wisconsin. 
" (ad) To develop our direct medical service program in the Twin Cities on a 
greatly accelerated scale, through agreements with medical practice groups to 
serve our members and through development of new membership for this type 
of service. 

(ec) To develop home-care programs for chronically sick persons in our 
rural areas. 

(f) To step up our education work to the end of a better understanding of 
the program by our members and stronger bonds of loyalty to the program. 

(g) To prepare our members for transition to the direct-service type of pre- 
payment through education, stimulation of local committees, and encouragement 
of the local groups to identify themselves with the direct-service program by (1) 
participation in the regional health conferences; and (2) by direct affiliation as 
associate members, with the Cooperative Health Federation. 

(h) To expand the credit union by at least doubling its assets and membership, 
and to develop much more fully those phases of credit union service directly 
related to the problems of financing the costs of illness and security. 

Presented by Louis E. Lerman, Group Health Association, St. Paul, Minn. 
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GROUP HEALTH ASSOCIATION, ST. LOUIS, MO, 


1. Membership education.—The program of membership education withia 
Group Health Association of St. Louis, Mo., has been conducted largely through 
the medium of a publication, compiled and edited by our board of directors and 
titled “Your Health News.” 

In addition to personal items about our members or some unusual incidents 
that may occur in connection with any member of the association or the medical 
staff, we also try to include in each issue, an article about some happening or 
new development in group medical practice, on a national scale. The current 
schedule of hours for doctors and clinic at the Labor Health Institute Medical 
Center, is also a part of each issue. This keeps the membership informed as 
to the day and hour when any certain doctor on the medical staff is available 
at the medical center. 

At each of our annual membership meetings, the members are given a full 
account of any actions taken by the board of directors during the preceding fiscal 
year. We have had addresses at these annual meetings by prominent doctors, as 
well as panel discussions between lay members and doctors on our medical staff 

Some years ago, the board initiated a series of group meetings. Our entire 
membership area was divided in four major sections, with a board member 
heading each of these sections. Each major unit was then further subdivided 
into a number of smaller groups, consisting of approximately 15 to 20 members, 
with a director or a member appointed as group leader. The objective was to 
arrange meetings of the group, generally at the home of one of the members and 
have the group leader act as moderator of the meeting. Membership plans, 
rules, and regulations procedures at the medical center and other items of gen- 
eral interest were presented and discussed. The idea was not only to educate 
our present members in all phases of our operations, but to create an active 
enthusiasm on their part, so they in turn, would actively seek to interest their 
friends, neighbors, and acquaintances in becoming members of Group Health 

This group plan got off to a very good start, but unfortunately the supervising 
and the operation of the plan required too much time on the part of the board 
members and we had to abondon it, at least temporarily. 

2. Growth—-Membership in Group Health has increased approximaely 25 
percent during the past 2 vears. We attribute this high percentage of growth 
to the very efficient and comprehensive medical services. available to Group 
Health members at the Labor Health Institute Medical Center and also to the 
fact that for perhaps the first time in our years of operation, we have been able 
to go along on a fixed and definite membership plan, without the necessity 
of making majer changes both in coverage and extra charges. 

3. Utilization.—FExact data as to the degree of utilization by Group Health 
members is not available at this time. However, as a result of our continuing 
educational program and the fact that quite a few of our members have been 
in the association for a number of years and are, therefore, fully cognizant 
of the advantages of preventive medicine, we believe our group is making the 
maximum use of the services and facilities available to them. 

4. Financial status.—Due to our arrangement with LHI in the matter of 
medical services for Group Health members, our financial statement has not 
changed appreciably during these past 2 or 3 years. 

5. Community relations.—When the LHI facilities were originally established, 
it was felt by Dr. Elmer Richman, who was then our medical director as well 
as oecupying that position with Labor Health, that the best way to offer com- 
prehensive service to those outside of the union, was by providing group health 
service through LHI. 

Darly in its history, Group Health based its operations on the tenets that 
now guide voluntary prepayment plans. They include: group practice, preven- 
tive medicine, health budgeting, strict professional control of medical problems 
and laymen eontrol of the co-op’s business affairs. 

Through its union sponsorship, LHI brings modern, comprehensive health 
service to large numbers and Group Health makes similar service available gen- 
erally in the community. The two organizations feel they provide an example of 
how labor and the rest of the community can work together for the betterment 
of the entire group. 

Today the small pioneering body of Group Health Association and the na- 
tionally recognized model health center of LHI, continue to work hand in hand 
and toward better health care for all the people. 
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6. Board-staff relations —Dr. John O. McNeel, medical director of LHI, is 
also medical director of Group Health Association. Since assuming his post 
here in St. Louis, Dr. McNeel has taken a very active and personal interest in 
Group Health and its continued growth. In spite of the unusual demands on his 
time, he has attended every business meeting of our board of directors. His 
wise counsel and advice have been very helpful and this cooperation on his part 
is greatly appreciated by every member on our board. As a result of this close 
cooperation between the medical director and the board of directors, the rela- 
tionships between the board and the entire medical staff have also been. very 
pleasant and cooperative. 

7. Plans for 1958-54.—The board is planning a continuance of the series of 
educational articles in our newsletter. Our membership program will be con- 
tinned and we hope, will be intensified. 

If it is possible, we may attempt to revive the group meeting plan. 

Submitted by Israel Pass, president, Group Health Association, St. Louis, Mo. 


GROUP HEALTH COOPERATIVE OF PUGET SOUND, SEATTLE, WASH. 


During the year of 1952 Group Health has continued its rapid expansion, tax- 
ing its facilities and personnel to the limit, and showing in general the first 
tendency for utilization figures and costs to level off as the fundamental size 
of the organization hecomes stable enough to absorb the new members without 
a resultant statistical variation. 

1. Membership education.—In the field of membership education, we continue 
to edit our News and Information bulletin which appears at about 6 weeks’ in- 
tervals, carrying articles of medical care, administrative announcements, and 
reports, health education and community news as well as cooperative news. This 
organ appears to have fairly generalized reader acceptance, and a moderately 
good penetration throughout the membership. It is mailed to every member, 
and copies of it are distributed to other interested organizations. 

Also developed during the past year were monthly meetings of expectant mo- 
thers, at which obstetricians and pediatricians talked to expectant mothers and 
answered questions. Usually an educational film having to do with childbirth or 
early postnatal care was shown. The attendance at these sessions has embraced 
about 50 percent of the expectant mothers, and has been remarkable in the high 
percentage of fathers which have been present for these sessions. 

It is contemplated at the present time to add a full-time health educator to 
the staff to further this program, and an allotment has been made in the present 
budget for the addition of such a person as early in the fall as a suitable candi- 
date can be obtained. 

2. Growth.—In the field of growth, the organization had reached by January 
1953, 8,480 families, representing 24,203 people. In addition to this, there were 
some 7,634 other people being serviced on industrial and individual contracts, 
and an additional 2,500 who use the services of the clinic but do not pay dues. 
This represents a total load of some 33,000 individuals covered as of the 1st of 
January 1953. 

8. Utilization.—The utilization figures which will come out of our annual audit 
have not yet been fully developed, but preliminary estimates show utilization 
to be on the order of 4.7 services per year, including the services of the pathologist 
and radiologist. This is a very slight increase over the previous year. One other 
figure of utilization which is interesting is that for the past 2 years the total 
number of people serviced exclusive of those dealt with over the telephone has 
been on the order of approximately 15 people per day per 1,000 covered. 1.9 
person per 1,000 per day has been actually hospitalized, which is comparatively 
a very low ratio as judged by current community standards. 

Our gross utilization curve is quite similar to that developed by the Health 
Insurance Plan of Greater New York statistics for annual fluctuation. 

A detailed comparison is being made of the utilization rates of co-op members 
who are selected on an individual basis as compared to the utilization rates 
of group contracts, and presently it would appear to show that the utilization 
is about 20 percent greater in the individually assigned group. Further studies 
along these lines will be reported as soon as they are completed, since this is 
one of the critical problems to an organization which is organized around an 
individual subscription basis rather than a group. ? 

4. Financial development,—IiIn 1952 we again came in a very close second on 
the profit versus loss race, showing a net loss at the end of the year. of- $27,000 
eut of a gross operation of $1,700,000. This had been foreseen in the early 
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fall, and a 10 percent dues raise had been put into effect in November which 
was retlected in the final figure but was not put into effect early enough to 
evercome the accrued deficit of the prior 10 months. It is anticipated that this 
should be reasonably sufficient to carry us through the year of 1953, although 
rising prices and the heavier use experience of a prolonged respiratory epidemic 
have produced a series of increased costs during the early part of 1953 which may 
or may not be offset by the experience of the summer. 

The current dues rate is for males, $4.25 a month; females, $4.75; unmarried 
females, $5; first child, $2.25; second child, $1.75; third child, $1, with no 
clrarge for other children. 

5. Community relations.—In July of 1952 all eligible members of the medical 
staff were admitted to the medical society, and since that time as other members 
lave become eligible, all of them have been approved without any apparent con 
test. Our physicians have been admitted to the staffs of four local hospitals, 
which gives us a cushion of hospitalization which was not available to us 
previously. Additionally, two of our staff members have been appointed to 
important committees in the medical society, and while the reception we get is 
still cool and several of our members have been turned down by local professional 
organizations, it is our feeling that patience and straightforwardness will result 
in eventual complete acceptance of the prograin 

6. Plans for 19538-54.—Because of extremely rapid growth and the necessity 
for keeping our heads above water, the board of directors of this organization 
decided in April to limit expansion and growth to a total load of approximately 
35,000 people for a period of 1 year, or at least until the spring of 1954. There 
are numerous reasons which impelled this move, among which were overloading 
of facilities and lack of immediately available expansion space. Expansion is 
also limited by the fact that we have had to plow back into our current plant 
so much of our current assets that there is no ready money available for expan 
sion into a branch clinic program which is on the planning boards at the 
moment, 

During this period of a year of consolidation, a number of projects have been 
undertaken. The first of these is a complete administrative shakedown and 
study of our entire operation from the point of view of effectiveness and 
efficiency. Secondly, the medical service program and its relationship to the dnes 
structure is scheduled for going over. Thirdly, the entire problem of capitaliza 
tion as it is related to our expansion has been assigned to a committee for study. 

It is a commentary on our present situation that for each individual person 
who joins the organization some $22.50 is contributed to capital, with which 
we must supply approximately $45 worth of capital space, including clinic 
and hospital. Consequently it would look as though either some drastic revision 
of operation or some drastic revision of capital structure was in order. This 
problem is under study in connection with a renovation and expansion of our 
present 86-bed hospital, which is overcrowded and poorly arranged for the 
amount of service demanded from it. 

The previously mentioned difficulties arising in the field of board-staff rela- 
tionship seem to be in the process of being ironed out and a new contract with 
the doctors is underway which is a far more streamlined organ, and represents 
a change in two particular points: first, the increased autonomy of the medical 
staff, and second, the determination of a capitation plus percentage of cash 
business basis is being developed. 

Numerous other productive programs are under study which will be reported as 
they become completed. One interesting development is in the field of labor 
relationship, in which our present contract with one large union includes a 
provision that any surplus of dues over cost will be assigned to a capital fund. 
Should that fund reach a proportion of $100 for each member of the union repre 
sented, they will be presented with permanent life memberships in the coopera 
tive, and at that time will acquire a voice in the management of the cooperative 
affairs. Prior to that time officials of the union have been invited to sit with 
some of the advisory committees of the board so that they will be fully acquainted 
with the problems we face, as well as the fate of the money which they contribute 

It is recognized that there are certain inherent difficulties and dangers in 
this program within a democratic organization such as a cooperative, but the 
organization accepts the challenge of education as one of its community duties. 

Administratively during the latter part of 1952, the organizational structure 
of Group Health was altered to provide for an executive director, who is respon- 
sible to the board and under whom work an administrative director, a chief of 
staff, and a hospital director. Within this framework all functions of the 
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organization are organized with lateral communications in such fields as pur- 
chasing, personnel, payroll, and planning. The new organization seems to have 
eliminated some of the difficulties of the previous arrangement in which there 
was a medical director and an administrative director jointly reporting to the 
board. Internal communication has been improved, and many of the internal 
operations have been streamlined and simplified. 

Group Health faces the future with more assurance each year as we achieve 
greater stability and feel that there must be an end to the number of mistakes 
that can be made. From the actuarial point of view as well as the organiza- 
tional, many of our basic problem are behind us, and we are in a far better 
position now to develop the type of medical program which has already been 
nearest to the heart of the idea of the Group Health program. 

Submitted by W. A. MacColl, M. D., executive director, Group Health Coopera- 
tive of Puget Sound, 


HEALTH INSURANCE PLAN OF GREATER NEW YORK 


1. Membership education.—Education of HIP members is conceived of as en- 
compassing the areas of health information and knowledge of the physician at 
work, the nature of group medical practice on an insurance basis, understanding 
of administrative functioning, how to use services efficiently, and what to do to 
help the program improve. 

All 30 medical groups sponsor quarterly bulletins which include materials con- 
cerned with the areas just mention. 

Last year 10 medical groups held meetings with their own subscribers, some 
on a monthly basis. Members of the medical staff attend also. Here, as in the 
bulletins, information and discussion is concerned with all the same areas. 
Five of these medical groups are working with subscriber-physician committees— 
planning and conducting the educational program. Definitely scheduled for the 
coming season are an additional 10 medical group meeting programs and about 
75 meetings are anticipated. There will be a marked increase in subscriber 
committees also. 

Meetings with the medical staffs of three groups have been held to discuss 
patient relations. Work with the medical and administrative staffs of groups 
is intended to help realize the potential they have as educators of subscribers. 
Four boroughwide meetings have been arranged with the general physicians 
of all groups where membership education was discussed. 

Hdueational columns are provided on a regular basis to about 10 céntractor- 
group news organs. 

2. Growth.—HIP ended its sixth year of operation on March 1, 1953, with an 
enrollment of approximately 400,000, about 5 percent of the population of the 
city. 

In addition to its enrollment of city employees and their families, HIP has 
contracts with 438 business and industrial firms, labor unions, and social welfare 
agencies. 

The 30 medical groups now operating under the plan in various parts of the 
city and in Nassau County include about 1,000 physicians and specialists, about 
6 percent of the practicing medical profession in this community. 

Twenty-seven of the groups have their own group centers, many of which have 
been built within the last year, or have centers under construction. The 
remaining 3 groups of small enrollment size plan to acquire their centers within 
the next 6 months. 

8. Utilization and research.—During the year more than 1,700,000 professional 
services were rendered by physicians of the 30 medical groups. These figures 
do not include the laboratory, X-ray, physical therapy, or nursing services. 

The following observations were derived from the continuous reporting made 
by the 30 medical groups to the division of research and Statistics of every 
contact of an insured person with an HIP physician: HIP enrollees average 
5.8 physician services per year. About 48.1 percent of these professional serv- 
ices are rendered by family physicians and 51.9 percent by specialists. Of these 
services, 78.5 percent are rendered in medical group centers and doctors’ offices, 
11.2 percent are home visits, and 10.3 percent are professional services rendered 
to patients in hospitals. ’ 

For every 1,000 person-years of coverage, 16 major operations are reported, as 
are 21 minor operations in hospitals and 92 minor surgical procedures in medical 
centers, doctors’ offices, and in patients’ homes. For every 1,000 women of 
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childbearing age in the enrollment, 57 deliveries are attended annually by HIP 
obstetricians. 

Each year since 1949 an increasing proportion of HIP enrollees have availed 
themselves of the services of their medical groups. Three-quarters of all cov- 
ered persons now see their doctors at least once within a given year. Although 
this is a surprisingly large ratio, HIP hopes that this proportion can be brought 
up to 100 percent within the near future when everyone will report for annual 
health examinations, even though he feels no need fer any other medical service. 

Newly enrolled employed groups are apt to make heavy demands for care of 
hitherto neglected conditions. A 19-percent sample of a recently enrolled labor- 
union group received services during its first year of enrollment at an annual 
rate of 7.5 per person. Its annual rate of minor operations was 187 per 1,000 
persons covered. Its annual rate of radiological services came to one service for 
each person enrolled. 

In addition, the division of research and statistics is carrying forward a 
carefully planned research project intended to compare scientifically established 
samples of the HIP enrollment and of the general population in regard to their 
comparative sickness experience and medical care, with attention to such charac 
teristics as age, sex, educational status, and family income. 

4. Financial status.—At December 31, 1952, the admitted assets of HIP, as 
reported to the New York State Insurance Department amounted to $3,588,315, 
compared with $2,966,623 at the end of 1951. Surplus and legal reserves at the 
end of 1952 amounted to $2,405,858, of which $555,500 represented non-interest 
bearing loans. In 1952, 79 cents out of every premium dollar was used for 
medical services in the interest of our insured population. After a year’s study 
of rising medical costs, the board of directors of HIP authorized an increase in 
the base premium rates, effective October 1, 1953, of about 20 percent. All of 
the increase goes to the medical groups. Out of the new capitation of $29.40, 
$1.20 is for the pension fund for doctors, and 54 cents is for the special-services 
fund. 

5. Community relations.—The only opposition we are aware of is from or- 
ganized medicine. Relations with all other elements and organizations in the 
community are good. During recent months we have noted a marked increase 
in the interest of numerous labor unions in HIP. 

6. Plans for 1953-54——In the coming year we expect to make more detailed 
studies of the medical groups with the aim of increasing service to them. Con- 
sultation is now offered in 11 areas. (1) Quality of medical care and service 
of physicians. (2) Professional and administrative organization and operation 
of medical groups. (3) Application and interpretation of standards, contracts, 
ete. (4) Medical center planning. (5) Nursing. (6) Health education and 
preventive medical programs. (7) Subscriber relations. (8) Community re- 
sources. (9) Business management and accounting. (10) Statistics. (11) 
Legal. 

Most recent consultants added to the staff have been one in medical practice, 
to work with doctors individually, to evaluate and help improve practice and 
the relations between general practitioners and specialists, to visit offices, study 
records, and consult with the group medical directors; and a consultant on 
community resources, to help the medical groups to utilize available resources. 
Another consultant to be appointed soon, is one to study the quality of labora 
tory services, and to advise the groups in methods of improving these services. 

Presented by Irving Shapiro, HIP health educator. 


HOSPITAL BENEFIT ASSOCIATION, PHOENIX, ARIZ. 


During the past year, this organization has enjoyed a healthy membership 
growth, a sound financial position and the establishment of new, attractive 
home-office quarters in Phoenix, plus the enlarging of its Tucson branch office. 

1. Membership growth.—Despite the fact that the Phoenix and Tucson areas, 
due to their marked increase in population growth, have become the proverbial 
hunting grounds for numerous out-of-State insurance companies in addition to 
the hospitalization plans already established in Arizona, Hospital Benefit Asso- 
ciation membership increased 29.24 percent over the previous year. At the 
present time our membership roster totals over 55,000. 

2. Membership education.—The most important factor in maintaining any 
increase of this kind is, of course, the retention of membership. We find that our 
HBA Bulletin has helped to a great extent in keeping our members well in- 
formed as to the need for adequate coverage, the value of their membership, 
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as well as keeping them abreast of current activities of the association and its 
plans for the future. 

Published bimonthly, the bulletin includes such information as a report of 
the annual meeting of the association; information about its growth and finan- 
cial position; articles on health care; questions and answers on coverage, bene- 
fits, how the plan operates, etc.; plans for moving into new quarters, resulting 
in increased efficiency and greater economy: items on the value of retention, 
how they can earn additional benefits; items about members receiving coverage 
in various parts of the world; letters from members expressing appreciation for 
the manner in which their claims were handled; information to returning vet- 
erans about reenrollment; various reminders about premium payments, vacation 
coverage, and many other valuable pieces of information. 

3. Financial status.—At the annual meeting of the association, held May 13, 
the report showed that the assets of the association as of April 1953 totaled 
$235,380.46, representing a gain of 23.9 percent since the end of last year. 

4. Utilization.—Statistical figures on utilization we believe are unimportant 
at this point. Our records show that during the past year, utilization, as com- 
pared to increased membership, has been normal. At the present time, we are 
sending out an average of 25 checks a day. 

The point which we would like to stress here is the fact that the hospitals 
throughout the State, the country, in fact the world have been exceedingly 
cooperative in admitting HBA members without any unnecessary delay or red- 
tape. 

Since many of our members are located throughout the United States, Alaska, 
Hawaii, and other parts of the world, payment of claims in many of these places 
has become more or less commonplace, including Germany, Hong Kong, and more 
recently Peru. In every instance, however, the hospitals, no matter where 
located, have admitted HBA members requiring hospitalization by simply recog- 
nizing their membership cards. 

5. Community relations.—In addition to the bulletin, which in itself we have 
found to be an excellent means of maintaining good community relations—par- 
ticularly among the thousands of members, their friends and neighbors—we also 
maintain an extensive advertising program which keeps the name of the associa- 
tion constantly in the minds of the public through the following media: 

Newspaper: Display ads are run once each week in the Phoenix and Tucson 
daily newspapers, 

Radio: 4 stations in the Phoenix area and 2 in Tucson run 5-minute programs 
Monday through Friday. 

TV: An afternoon participating show which runs 38 days a week in Tucson, 
A full half-hour newsreel (world news) show has been contracted to run once 
a week in the Phoenix area. 

Car cards: We are presently to have a 100-percent showing in all Tucson 
buses. These cards have a pocket containing a self-mailer “take one” inquiry 
card. 

Arizona Medicine: A full-page message appears every other month in this 
magazine of the Arizona Medical Association. This not only gives us the 
opportunity to reach the medical profession throughout Arizona but many of 
the hospitals as well. 

Special program for hospitals——-A half-hour transcribed radio program of 
Christmas music and commentary honoring the Arizona hospitals was presented 
over the Arizona Broadcasting System on Christmas Day last year. 

The program A Christmas Salute to Your Hospitals traced the origin, growth, 
and development of today’s modern hospitals and their highly complex services. 
Choirs from the University of Arizona and the Arizona State College participated 
in the musical portion of the program. 

A broadcast was donated as a public service by this organization and pre- 
sented under the supervision of the Arizona Hospital Association. 

Submitted by George E. Richardson, director, Hospital Benefit Association. 


LABOR HEALTH INSTITUTE, ST. LOUIS, MO. 


The heaith program 

A record number of individuals receiving a record number of health services 
are the events that highlight this report on LHI activities for the fiseal year July 
1951—Jnne 1952. Nine thousand different people took advantage of the facilities 
available to them as LHI members for a total of 103,000 visits. For the first time 
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since 1950, the majority of the patients treated were not new patients, but had 
received services from the institute in prior years. Thus, an effective preventive- 
health program is coming into being. For as people get into the habit of seeing 
their doctors regularly, diseases will be found early when they are easiest to 
cure, 

Another byproduct of the high proportion of returned patients is the decrease’ 
in the average number of patient visits from 13 per patient in 1950 to 12 in the 
past fiscal year. As the backlog of neglected medical needs of the new patients 
is taken care of, the number of visits required to maintain their health need not 
be as great. This' trend«should continue into the futnre, assuming that the 
membership remains stabilized. Since 1951, the average LHI membership has 
remained at the 14,000 mark. 

The “typical” 1951-52 LHI family consisted of 3 people with a weekly income 
of $51. Two of the family members had been down to the LHI before, one member 
was a patient new to the institute. 

As LHI members, this family’s health bill came to $87 for the year. As non-LHI 
members their bill would have been $337. The family thus appears to have 
saved $300. But actually its savings were much greater. For it is reasonable 
to conclude that many of these visits would not have been made if the family 
had to pay for them out of its own income. Fifty-one dollars a weeks does not 
go very far when the essentials for life—food, clothing, and shelter—are so 
costly in this inflationary period. How then to price LHTs greatest saving to its 
members, the saving of their health that might otherwise be seriously damaged 
from the neglect that lack of money created. It can’t be done. For health is a 
priceless commodity. 

Because Labor Health Institute realizes that the health of its members is 
often dependent on the level of health in the community, it has taken an active 
pert in the health and hospital division of the Social Planning Council of St. 
Louis. LHI also participated in the St. Louis hearings of the President’s Com 
mission on the Health Needs of the Nation 

LHI's service to its members and its contribution to the labor and group health 
movements is possible because of the existence of a negotiated clause in the 
contracts of nearly 200 local GSS shops which required a percentage of gross 
payroll to be paid to the Labor Health Institute for the medical care of their 
workers : 34% percent if only the worker is covered, 5 percent if the worker and 
his family are covered. By June of 1952, only 11 shops were left under the 
346-percent pian. All others had the 5-perecent plan in effect. 

This clause produced an income of $874,500, another recordmaking event in 
Lil's history, exceeding the previous fiscal year’s income by 8 percent. Thus, 
LHI was able to afford what the individual worker could not, the health care 
he and his family needed. 

The major part of the hospitalization costs incurred by the LHI members 
during the fiscal year were also paid by LHI. The average hospital bill of the 
1,530 cases requiring hospital attention, either as inpatients or outpatients, 
came to $110. LHI paid 82 percent of this bill on the patient’s behalf. It is 
interesting to note that the trend is toward greater use of LHI doctors for 
cases of hospitalization. Whereas in the 1950-51 fiscal year period 60 percent 
of the inpatient cases were under the care of LHI doctors, in the last fiscal 
year, 72 percent of the inpatient cases were under the care of LHI doctors. 
There were about 25 percent more inpatient cases this year than last, with 
hospital days increasing in the same proportion from 9,300 of 2 years ago, to 
11,550 of the past year. Average days per inpatient cases remained the same 
over the 2-year period—8% days per inpatient case. 


The job ahead 


1, Education.—Though we are proud of the fact that in this period 9,000 of 
our members, plus their families, benefited from the services of LHI, there is 


still the fact that 5,000 of our members did not use the LHI. Purthermore 
many that do participate do not use LHI most effectively. Broken appoint 
ments remained an administrative problem throughout the year. Some patients 
dropped in without an appointment for emergeney care when according to 
medical standards an emergency did not exist. House calls were asked for in 
some cases where it would have been better for the patient to come down to the 
medical center or go directly to a hospital because of the better facilities exist 
ing there for treatment than existed in the patient’s home. Some patients 
came in to see the doctor at the center when it really wasn’t necessary, while 
some patients did not come in when the patient’s symptoms would indicat« 
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doctor care was needed. These problems of nonparticipation and of poor util- 
ization were analyzed as problems of membership miseducation. Thus, an 
LHI membership education committee was set up to find some answers to these 
problems. Though in existence for just a few months, they have made some 
progress. An attractive, easy-to-read LHI membership information booklet has 
been prepared and will be distributed to all LHI members in the near future. A 
series of health posters is being prepared for monthly posting on shop-bulletin 
boards. 

All union new member meetings now have an LHI person assigned to explain 
what are the benefits of LHI membership and to encourage these new members 
to come in for a complete physical checkup. 

How to get greater participation at the annual meetings is being given serious 
consideration by the LHI membership education committee because of its 
interest in seeing that a basic principle of LHI, democratic control by the 
membership, is a living reality. 

2. Blood bank.—Supplying the pints of blood needed by LHI members and 
their families during the course of illness was a problem that reached emer 
gency proportions during the past year. A special blood-bank committee worked 
out a proposed plan consisting of the following basic principles: (1) Establish- 
ment of a unionwide donor-registration plan, to include eligible donors and 
eligible family members of the local. (2) Adoption of the principle of giving 
when needed hv registered donors. 

3. Hospital rvice plan.—Before 1949, hospital insurance coverage was given 
to LHI members through the Blue Cross. After careful study, it was felt that 
our members would receive more extensive benefits under a plan of our own 
With this thought in mind, the LHI Hospital Service Plan was brought into being 
on February 6, 1949. Now, 4 years later, the adequacy of the benefits provided 
by the LHI Hospital Service Plan is being questioned. For hospital charges 
have steadily mounted during the plan's existence while the schedule of benefits, 
drawn up in terms of 1949 hospital prices, has remained constant. Thus, the 
gap between the amount LHI pays to hospitals, on the patient's behalf, and 
the total hospital bill means, for the hospitalized patient, a deeper reach into 
bis own pocket than has hitherto been necessary. 

What can be done to lessen the amount the patient is paying is a problem 
currently confronting the Labor Health Institute. To help in its solution, a 
special extension of benefits study is in the process of being made. As soon as 
the results of the study have been analyzed by the LHI rules and regulations com- 
mittee, recommendations will be forthcoming which should do much to answer 
this problem of the membership. 

( Note.—Benefits were increased ; LHI’s costs remain lower than if Blue Cross 
were used.) 

4. Doctor negotiations-—The problem of doctor-fee determination confronted 

the LHI administration most of the year and is still not completely settled. The 
difficulty arises because of the lack of established precedent for this payment of 
part-time doctors connected with a prepayment medical care plan. An attempt 
has been made to tie in LHI doctor fees with going rates for doctors in private 
practice in St. Louis. The principle of seniority increment has also been intro- 
duced in order to discourage turnover among the medical center staff, and 
to show some form of appreciation for doctors’ years of service to our member- 
ship. . 
It is our hope in the coming years to consolidate the gains pointed up in this 
report and to extend the services. We hope by a broad program in which the 
membership participate actively to learn how to obtain greater cooperation be- 
tween the members and the medical center, hospitals, and auxiliary facilities. We 
hope by this type of health education program to more wisely utilize the services 
available, to teach our membership the symptoms of disease that they should be 
alerted to watch for, and finally, to render the best medical care program avail- 
able anywhere. It is by mutual understanding and a spirit of cooperation that 
comprehensive medical care reaches its ultimate fruition within the framework 
of presently known medical knowledge. 

Submitted by John O. McNeel, M. D., medical director of LHI. 





HEALTH INQUIRY 


COOPERATIVE MEDICAL SERVICES FEDERATION, TORONTO, ONTARIO 
(Summary of oral report) 


The Cooperative Medical Services Federation represents 38 indemnity insur 
ance plans, and 36 of these are members of the federation There are 45,000 
members in these 36 plans which adds up to 112,500 people 

In the past year attention has been directed to developing a field service for 
its members. In the 20 percent of the population that is rural, development 
is taking place by townships. There is a drive being conducted now to obtain 
40 percent enrollment, In some cases enrollment goes up to SO percent Che 
present policy is not to start a group unless 40 percent of the rural popula 
tion of a county is enrolled. Twenty associations have added surgical insurance 
in the last 4 months, and as a result, 15,000 new people enrolled 

Two new types of insurance have been introduced. One is the catastrophic 
insurance, which has met with much suecess. In each township a secretary is 
appointed with the responsibility for a meeting each year for member relations 
The second type, the industrial insurance, has just started, and not much 
progress has been made on it as yet. 

Submitted by Paul Meehan, secretary-treasuret 


GROUP HEALTH ASSOCIATION, INC., WASHINGTON, D. C. 
(Summary of oral report) 


The Group Health Association moved into its new building * which has made the 
operations of the organization much better. The membership has grown slowl) 
up to 19,500 during the past year. The impact of the change in government pet 
sonnel has not yet been felt. In order to serve more fully, the GHA sent out 
questionnaire to all of its members regarding their needs, and a good return is 
now being obtained. 

Member education is being conducted, especially in prenatal care. Mental 
hygiene programs are also conducted. 

Services are being increased by inclusion of neurosurgery Also, after 1 year 
members are entitled to care of preexisting conditions \ dental clinie has also 
been established. There are problems regarding the administration of dental care 
not as to the care itself, but education of members is probably the key to this 
problem. 

Submitted by Henry H. Lichtenberg, M. D., medical director 


CreLo LABORATORIES 


Celo Laboratories is a cooperative organization whose primary purpose is to 
serve the members of the Cooperative Health Federation of America. We act 
as a cooperative within a cooperative and serve CHFA members by supplying 
them with needed medical supplies. 

We were organized 2 years ago and have been making steady progress. We 
operate a testing laboratory for checking the preparations we handle and we 
also do a limited amount of research. 

The major items we have been handling have been in the form of tablets, 
capsules, and liquids and we are now about to enter the field of injectables 
The research we have done in this field indicates that we should be as success 
ful in reducing the cost of injectables to the participating associations as we 
have been in the field of tablets and capsules, 

In addition, we have supplied co-op pharmacies with consumer unit packaged 
preparations and have made nonprescription items available to the Group Health 
Association of St. Paul. 

Dr. Dean Clark reported that Massachusetts General Hospital has found it to 
their advantage to purchase some of their medical preparations from Cel» 
Laboratories. 

Submitted by Harry Abrahamson, Celo Laboratories, Celo, N. C. 


In 1951 
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THE VOLUNTARY HEALTH SERVICES PLAN ACT IN ILLINOIS 
An address by Thomas J. Burke, president, Janitors Union, Local 25, Chicago, I. 


On May 28, 1953, Senate bill No. 589 was introduced in the Illinois Legislature 
by Senator Marshall Korshak, of Chicago, at my request. This bill amended 
sections 8 and 20 of the Voluntary Health Services Plans Act, approved June 
27, 1951, by the then Governor, Adlai E. Stevenson, of Illinois. That act, as you 
will remember, provided for the organization and operation of nonprofit cor- 
porations for the purpose of furnishing hospital, medical, nursing, and related 
health services to members’ and subscribers. That act has been deseribed as 
the greatest step forward in group medical care in the history of Lilinois, and I 
am happy to have played my small part in putting this law on the statute 
books of Illinois. 

In 1951 we were forced to accept certain restrictive and unreasonable re 
quirements not imposed upon other similar nonprofit plans in order to pass the 
act. Now Senate bill 589 was introduced in order to remove those restrictions 
and I am very happy to report to this great meeting that we were successful 
in having the Illinois Legislature approve this bill last Friday, June 26, 1 day 
hefore adjournment. In fact, the bill was passed in less than 1 month, and 
achievement of success in itself. 

The changes brought about by the enactment of this bill will bring great re 
lief to us in operating Union Health Services, Inc., incorporated last December 1. 
This corporation is the first and only voluntary health services corporation in 
Illinois, and was organized by Janitors Union, Local 25, of Chicago. The 
changes brought about by the passage of this bill are threefold: 

1. The bill clarifies the meaning of the term “working capital,” by changing 
it to “original capital.” Although this may appear to be of little importance, 
yet if that term had been improperly construed, it could have restricted our 
operations. I will not bore you with other details on this point other than to 
say that we are now satisfied with the statutory language. 

2. The most important change wrought by the act was to remove the unfair 
and restrictive requirement that we could not accept from our members or sub 
scribers in any 1 year sums of more than 4 times the working capital of the 
corporation at the beginning of each fiscal year. Thus, if our capital was 
$100,000 at the beginning of the year, we could not accept premiums or pay 
ments of more than $400,000 during that year. This would restrict expansion, 
the giving of additional benefits to our members and their families and might 
well prevent other groups from joining ours in an effort to provide complete 
and adequate medical and hospital care to their members. 

I want to illustrate for your bentfit the unfairness of that requirement. First, 
it has no counterpart in any other insurance law in the State of Illinois. No 
other company, whether profit or nonprofit, was so restricted in its operations. 
The Blue Cross and Blue Shield plans had no such limitations. It was apparent 
that this so-called four-times requirement, as it has been referred to, was grossly 
unfair. 

I have been told that of the 38 States having nonprofit plans of a similar 
nature, not one had that requirement imposed upen it. It was advised therefore, 
by our attorneys and others, that we should attempt to bave this secion of the 
law removed prior to the commencement of business. 

At the last minute some opposition developed on the floor of the Hotise against 
the removal of this restriction. This opposition, it now seems, stemmed from 
commercial insurance companies writing accident and health insurance in 
Illinois and elsewhere. However, we were well prepared for them since our 
legislative sponsors, the director of insurance, and other interested parties had 
been advised that not even the commercial companies were so restricted and 
hampered. Thus, we were able to convince the Illinois Legislature of the fair- 
ness of our position and our cause prevailed late last Friday night as the House 
of Representatives passed our bill by a big majority. 

3. The third and final change made by Senate bill 589 was to remove a re- 
quirement that the aggregate working capital should never be less than $66,000. 
We objected to this because the term “aggregate working capital” was not de- 
fined, because other special reserves were required of us annually, and because 
this money is needed for salaries of doctors and nurses, for operating expenses 
and for the purchase of professional equipment and perhaps real estate. We 
further felt that we were being discriminated against because neither Blue 
Cross nor Blue Shield had any such requirement imposed on them. 
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This does not mean that we will not have ample reserves and surplus on hand 
to meet emergencies, since good business practices dictate such reserves in order 
to forestall any pessibility of insolvency. 

We feel confident that we have now removed those obstacles in the law which 
were detrimental to the operation of voluntary health services corporation. We 
look forward with cheerful enthusiasm to a great plan of medical, hospital, and 
nursing care for our members and their ids and we are now in a position to 
give our members better health at less cost. 

The Cuatrman. Mr, Myer. 

Mr. Dillon S. Myer was born at Hebron, Ohio, and in 1914 gradu 
ated from Ohio State University. He has been in several phases of 
Government employment since the year 1934, including the Agricul 
tural Adjustment Administration, the Agricultural Conservation Ad 
justment Service, and later as head of the War Relocation Authority 
whose job it was to relocate the Japanese on the west coast. 

After the war, he was executive director of the Coordinating Com 
mittee of the Department of the Interior, and then became Commis 
sioner of the Public Housing Administration. In 1947, he became 
president of the Institute of Inter-American Affairs. In 1950, Mr. 
Myer resigned and became Commissioner of the Bureau of Indian 
Affairs in the Department of the Interior, and stayed with that posi 
tion until March 20 of this year. 

After serving with the Government for almost 20 years, Mr. Myer 
began work with Group Health Association of Washington, D. ¢ 
a prepayment medical cooperative organization where he is now em 
ployed as executive director. 

Mr. Myer, we will be pleased to hear from you. 


STATEMENT OF DILLON S. MYER, EXECUTIVE DIRECTOR, GROUP 
HEALTH ASSOCIATION, WASHINGTON, D. C. 


Mr. Myer. Thank you. Mr. Chairman, may | make a brief pre 
liminary statement to my prepared statement by pointing out that 
Group Health Association is really not an insurance plan as such. It 
is a service agency, because we provide the medical service directly, 
and is not set up and organized under the insurance laws. The asso- 
ciation is incorporated under the laws of Washington, D. C., as a 
nonprofit membership corporation. There are at present 7,500 mem 
bers and 19,600 participants being served by the organization. 

The service area is the territory within a radius of 15 airline miles 
from the White House. 

Any person 18 vears of age or older is eligible to become a member 
of the association by the individual admissions procedure or as a 
member of a group. 

The business of the association is managed and controlled by a 
board of nine trustees elected by and from the members of the asso- 
ciation. The chief administrative officers are the medical director, a 
physician who is a nonvoting member of the board and serves as chief 
of the professional staff, and the executive director who is the chief 
lay administrator and nonvoting executive officer of the board of trus- 
trustees. 

The Group Health Association provides prepaid comprehensive 
medical services and hospitalization within the area and dental service 
for members based on a schedule of charges for services rendered. It 
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provides hospital coverage outside the area but not medical service 
unless recommended by the chief medical officer. 

The association has its own full-time medical staff and, in addition, 
has retained the services of a number of part-time physicians, mostly 
specialists. 

It has also a staff of full-time dentists and a number of part-time 
dentists on its staff. 

It maintains its own clinic and clinical facilities, inciuding medical 
laboratory, equipment for electrocardiograph and basal metabolism 
tests, X-ray, physical therapy, optical shop, pharmacy, and dental 
laboratory. 

It operates a health room under contract for the convenience of 
the employees of the International Monetary Fund and the Interna- 
tional Bank. 

All members and their listed and qualified dependents are eligible 
for services, subject to any limitations imposed on the membe rship and 
providing the member’s account is in good standing. 

The services provided to all full service me .mbers are as follows un 
less limitations are imposed : 

Medical and surgical examinations and treatments, physie al therapy 
treatments, surgical operations, and obstetrical care. (These services 
are provided at the medical center of the association, in the hospitals 
in the service area, and in the home. ) 

Professional consultations are provided when approved by the 
medical director. 

Refractions of eyes, X-ray diagnosis, superficial X-ray treatments, 
laboratory tests and examinations, when provided in the medical 
center. 

Hospital and ambulance services to full service members. 

Hospiti alization services are limited to a period not exceeding 90 
days in any 1 calendar year or in any one illness, or in any continuous 
period of hospitalization. These services include (a) bed and board 
in semiprivate room and general nursing care included in daily room 
charge; (b) use of operating or delivery room; (c) services of anes- 
thetist; (d) surgical dressings including casts; (e) limited routine 
medications; (f) routine laboratory tests (urinalyses, blood counts, 
serology tests). 

For hospitalization procured outside the area not more than $11 
per day for semiprivate room, and operating room or delivery room 
and anesthetist’s charges not to exceed those within the area are also 
provided. 

Hospitalization and services relating to the termination of preg: 
nancy are not provided unless husband and wife have both been listed 
for services for a period of 10 months immediately prior to delivery. 

Elective surgery is not provided during the first 10 months of 
membership. 

In cases of members or dependents enrolling by the individual 
admissions procedure, the association, upon recommendation of the 
medical director, imposes limitations for services including hospitali- 
zation, for conditions which existed prior to admission to membership. 
All acute conditions existing at the time the applicant’s final acceptance 
of membership has been received will automatically be restricted with- 
out the process of notification. 





HEALTH INQUIRY 1803 


The following special services are provided but, at present, only 
upon payment of charges by the members: Medicines, drugs, X-ray 
films, and materials, surgical appliances, such as orthopedic devices 
and crutches, eyeglasses, artificial limbs and eyes, and hearing devices; 
laboratory services not available in the medical center; such services 
and use of equipment and materials in connection with deep and 
superficial X-ray treatment, radium treatment, laboratory services, 
physical therapy; oxygen tanks or tents and materials; blood trans 
fusions and intravenous infusions. Other services which member: 
must finance are the services of a personal nurse, treatment, services 
supplies, and other items prescribed or ordered by physicians not in 
a contractual relationship with the association and its members but 
employed by an individual member, including fees of such physicians ; 
hospitalization in excess of that provided for in the bylaws except 
that in any case involving the termination of pregnancy by normal 
delivery or otherwise, the member shall bear the first $125 of the 
hospitalization expenses. A charge of $3 is made for the first house 
call in any one illness. 

Services not furnished by the association are the following: 

Treatment or hospitalization of industrial accident cases or othe 
cases if such services are provided under Federal or State employees 
compensation laws, or under other laws or Government regulations, 
to the extent of such provisions; 

2. Plastic surgery, correction or treatment of deformities and birth 
marks, if not malignant, chiropody and psychiatry, but hospitaliza 
tion for these services, except psychiatry, may be provided subject to 
the applicable provisions of the bylaws; 

3. Any treatment or hospitalization for tuberculosis, drug addic 
tion, or alcoholism after the time that the medical director recom 
mends commitment to, or hospitalization in, an institution. 

The Group Health Association is now 16 years old, having been 
organized in 1937 within a single Government agency. In 1938 
membership was opened to all Government employees and later it was 
opened to anyone in the area. The association has had many prob- 
lems to face throughout the years. In spite of the problems it has 
grown both in size and in the kind and amount of services rendered. 

Three years ago the association purchased the Arlington Building 
in midtown Washington and finally brought all of the clinical services 
under one roof in November of 1952. 

The financing of the building was a real problem but with the aid 
of the special membership assessment the problem has been met even 
though the mortgage payments are still a bit burdensome. 

We find it difficult to present information about the work of the 
association in such a way as to insure that it will be read and absorbed 
by all of the members. Consequently two general membership meet- 
ings are held annually and numerous small meetings have been ar- 
ranged in order to interest members in the work of the association 
and to provide needed information. 

We have not yet solved the problem of how to level out the cost 
of services to our members who are restricted because of preexisting 
conditions without raising the cost of other members unduly. 

We do not render medical or surgery services to members when 
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away from the area. Some study is now being made of the problem to 
see whether reasonably adequate protection can be provided for mem- 
bers when away from home. 

The cost of prepaid comprehensive medical care and hospitalization 
services is such that a large segment of the population feel they can- 
not afford such coverage. An intensive study is now being made of 
our records to develop some actuarial figures on cost of services to 
various types of participants. These actuarial figures will be useful 
in reviewing our dues structure and other charges. 

We are also hopeful that a practical method can be worked out. in 
cooperation with groups of employees and their employers for pro- 
viding services to groups on contract or develop plans whereby pay- 
ments may be based upon a percentage of the payroll so that the total 
amount will provide comprehensive service to all members of the 
group and their dependents without imposing a hardship on the 
lower paid members of the group. 

Mr. Chairman, I have presented this statement as a short and rather 
simple statement of the basic services provided and the limitations of 
service, with the expectation that if there were any questions about 
details, they would be raised in question form, and I did not provide 
any of the detail as regarding costs and other factors that may interest 
the group. I am available for questioning, if you wish. 

The Cuarrman. Any questions, gentlemen ¢ 

Mr. Harris. Mr. Chairman, I would like to ask a question. 

First I would like to say, Mr. Myer, that we are glad to have you 
come before the committee. 

Mr. Myer. Thank you, sir. 

Mr. Harris. I have had occasion to have your association in the 
past. I remember the job you did in various positions in the Federal 
Government. Now, to have you come before the committee and 
explain the program and its interest to the public in this area is of 
interest tome. Where is your clinic? 

Mr. Myer. Our clinic is at 1025 Vermont Avenue NW., just between 
K and L Streets on Vermont Avenue. 

Mr. Harris. Do you have a medical center there ? 

Mr. Myer. We do have; yes, sir. 

Mr. Harris. How many hospital beds do you have? 

Mr. Myer. We have no hospital beds other than emergency beds 
at the clinic. We utilize the local hospitals for the services provided 
where it does require hospitalization. 

Mr. Harris. Local hospitals? 

Mr. Myer. Local hospitals, yes, sir. We have access to the hospitals 
within the District, and we do utilize those hospitals and pay them for 
the services which are providing for hospitalization. 

Mr. Harris. I knew in connection with our efforts on this committee, 
of-which I am a member, when we had the hospital center program, 
that we did not have any information as to this group having a hos- 
pital here in the District. 

Mr. Myer. No; we have none. 

Mr. Harris. I wondered about your hospital facilities. I noticed 
that you said in your statement that you charge your members, or 
your members’ cost was $11 per day for hospital. 
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Mr. Myer. Outside of the area. We provide a minimum up to $11 
a day if a person happens to be away from home, in some other part of 
the country. We guarantee that his costs will be paid up to $11 a day 
for a semiprivate room and operating and anesthetist services. 

Mr. Harris. What about in the District ? 

Mr. Myer. In the District, we provide the hospitalization through 
arrangement with the hospital, and pay the bills ourselves. 

Mr. Harris. Without limitation of costs? 

Mr. Myrr. No limitation of costs, other than it is limited to the 
charge for a semiprivate room. If a patient would wish to have a 
private room, they would have to pay the extra charge. 

Mr. Harris. You say you have 7,500 members. I suppose those are 
the members who have signed up and are paying dues? 

Mr. Myer. That is right. 

Mr. Harris. Now, 19,600 participants, does that mean that those 
others are their dependents ? 

Mr. Meyer. Family de spe ndents ; yes, sir. 

Mr. Harris. What is your per-month charge? 

Mr. Myrr. For adults it is$4 and for children it is $2.75. 

Mr. Harris. Per month? 

Mr. Myer. Thatisright. I might add, Mr. Harris, that in addition 
to that, there is an application fee of $5 and a membership fee of $20, 
which is to be paid during the oe 10 months. But that is out of the 
way at the end of the first yea 

Mr. Harris. You gave a lis - in your statement, of services which 
are not furnished by the association. 

Mr. Myer. That is right. It is a rather limited list, but it is set 
forth here. 

Mr. Harris. Are those usually termed the catastrophic illness 
group? 

Mr. Myrr. No, I would say for the most part those are services 
that are provided in institutions generally or under industrial insur- 
ance laws by governmental agencies. The first one I gave had to do 
with it not providing for industrial accident cases to the extent that 
they were already provided for. We would take care of the bills 
over and above what they do not provide for. 

The next one has to do with congenital items, such as birthmarks 
and deformities and so on; unless they are malignant, and plastic 
surgery, which we do not provide. 

The third one has to do with hospitalization for those diseases 
which are normally institutionalized, such as tuberculosis, alcoholism, 
and drug addiction, and similar diseases. 

Mr. Harris. Thank you very much, Mr. Myer. I am very glad to 
know of your operations here in the District of Columbia. 

(The following information was submitted for the record :) 
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Group Heaith Association, Washington, D. C.: Summary of medical services 
provided 


Fiseal year 1953 


Calendar year October 1952 





952 : no 
L September 1953 
A verage number of persons eligible for care 19, 167 19,510 
CONS TATIONS WITH DOCTORS 
All patient consultation vith doctors (in clinic, home and office 96, 002 96. 240 
Number per 1,000 persons eligible 5, O1 4, 940 
Clinic, office and health room cons! Itations 86, 887 87, 780 
Number per 1,000 persons elizibl 4, 532 1, 501 
Doctor home calls 8, 425 7, 700 
Number per 1,000 persons eligible 440 i958 
Other office visits with doct ut Is with GHA staff 
hysicians and GHA t 780 Rit 





OTHER SERVICES BY DOCTORS 





Minor operations in clir 826 0 
fota! hospitalized patient 1, 614 1, 375 
Average number of da per patient 5.8 6.2 
I ir nose ‘ it r itt ta ed operations 1) 135 
Other hospitalized patient @) 1, 240 
SPECIAL SERVICES 
Injections by nurse 27, 048 27 
Average number per nic da } 97 
Number per 1,000 persons ¢ ble 1,411 l 
Physical therapy treatments 11, 255 1 
Average number per clinic day 40 
Number per 1,000 tient igibl OST 
X-ray diagnostic service es 5, 938 6 
Average number per « ec day 21 
Number per 1,000 persons eligible 310 
Laboratory and physiological tests—total 55, 350 57 
Average number per clinic day 201 
Number per 1,000 persons eligibk 2, 940 2 
PI iological tests (electrocardiograms, basal metabolism rate, audio 
grams, etc.) 1, 982 2, 696 
Other laboratory tests 54, 368 tA, 448 


1 Figures not available. 
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Calendar Year 
1953 


Fiscal Year 
(Oct. '52 through Sept. '53) 


800 1200 1400 1600 1800 2000 


Group Health Association, Washington, D. C.: Average income per capita per 
month by source for the years 1947-53 


Per capita | Per capita Per capita 
lues income pharmacy “other” 


per month income income 


1947 ‘ | $2. 43 
1948 _ 2 2.85 
1949. _. 2. 98 
1950 a 3.00 
1951 3.16 
1952 ; ‘ 3. 48 
1953 ! ‘sn - - 3.45 


1 Fiscal year from Oct. 1, 1952, to Sept. 30, 1953. 


Group Health Assoeiation, Washington, D. C.: Seleeted medical services, per 
participant per year 


Fiscal year 
Calendar 1953, October 
year 1952 1952-Sep 

tem ber 1953 


Service 


Consultations with doctors 5.0 4.93 
Laboratory and physiological tests 2. 93 
Injections by nurse < 1. 41 
Physical therapy treatments { 5s 57 
X-ray diagnostic services 3 3 34 
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Group Health Association, Washington, D. C.: Hospital utilization 


Fiscal year 


Item Calendar Calendar 1953 October 

year 1951 year 1952 1952-Sep 
tember 1953 

Sistine basconnianin sasaeeneeenenensonilip—————-anenreeyl apeepenen— 

Average number of participants | 19, 050 19, 167 | 19, 5 
Number of patients hospitalized | 1, 666 1, 614 | 1. 376 

Percent of all participants | 85 7 
‘Total hospital days covered 9, 367 8, 507 
Average days per patient 5.8 6. 2 
Average days per participant 0. 49 | 0.44 





Group Health Association, Washington, D. C.: Family composition of member- 
ship, members and participants in given types of families as percent of total 
number of GHA members or participants, respectively 


December 1952 | December 1953 
Type of family , ii l= nia 
. : Percent | Percent Percent Percent 
of all of all of all of all 


members |participants| members participants 


Total 100. 0 100. 0 | 100. 0 100 
Member only 32.1 12.4 31.7 12.1 
Couple only 18. 2 14.1 17.8 13.6 
Couple with 1 or more children 40.9 | 62.4 41.1 62.1 

Couple with 1 child 14.1 16.3 13.8 15.8 

Couple with 2 children 18. 2 28. 2 18.3 | 28.0 

Couple with 3 children or more 8.6 17.9 9.0 | 18.3 

All other GHA families s a 11.1 9.4 | 12,2 
| 

SAMPLE LETTER OF AGREEMENT WITH PHYSICIAN ON FULL-TIME Basis 

Deas Da........... : In order to verify your employment agreement with 


Group Health Assoc iation, I am submitting for your review and approval the 
following outline of this agreement. In addition to the specific items outlined 
below, as a full-time physician, your employment relationship to the association is 
set forth in the personnel policy of the association. 

Your classification is “practitioner of general and internal medicine.” This 
position is included in the department of general and internal medicine and comes 
under the supervision of the chief of that department. The base salary for this 
position is $ ~ per year. Provision is made for automatic salary increases 
of $._- _._ per year for this position until a maximum salary of $__- -~ per 
year is reached. Any change in this pattern requires a special recommendation 
and approval by the board of trustees. Your current salary is $__..---~- 

The duties for which you are responsible include consultations with pz tients in 
the clinic, making home calls on patients as required, making calls on the hos- 
pitalized patients, and performing such medical practice as comes within the scope 
of your position and within the limits of your qualifications. In the performance 
of these duties you are expected to work in close cooperation with the physicians 
in your department and in all other departments insofar as applicable. You are 
privileged, on approval from the medical director, to call into consultation when 
necessary, physicians not on the Group Health Association staff. 

You are employed as a full-time physician on a 44-hour-week basis exclusive 
of night-call duty. You are privilege to take 4 hours per week of this schedule 
for study leave. Home-call service, both during scheduled clinic hours and after 
clinic hours, will be rotated among the physicians in your department in accord- 
ance with a schedule set up by the chief of your department and approved by the 
medical director. 

You are granted 26 werking days, or 18845 hours, per year of annual leave. 
Annual leave may be accumulated to a maximum of 60 days, or 435 hours. You 
are also granted 15 days, or 108.8 hours, per year for sick leave, as required, and 
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no maxinium is applicable. In addition to the weekly study leave referred to in 
the preceding paragraph, you may be granted leave with pay up to 2 weeks per 
year for the purpose of attending professional meetings and postgraduate courses 
when approved by the medical director. In special circumstances, this leave may 
be accumulated to as much as 4 weeks per year. 

As a benefit of employment you are a participant in the retirement program and 
the life-insurance program of the association. You have been provided a life 
insurance policy and a statement that describes your individual status in these 
programs. As a further benefit of employment, you and your dependents are 
entitled to medical and hospital coverage provided by the association as set forth 
in the attached statement. 

If this statement of the agreement between you and Group Health Association 
is in accordance With your understanding of the conditions of your employment, 
you will please sign the enclosed copy in the space indicated and return it to me 

Sincerely yours, 


SAMPLE LETTER OF AGREEMENT WITH SURGEON ON RETAINER BASIS 


Dear Dr.__-- ..: In order to verify your employment agreement 
with Group Health Association, | am submitting for your review and approval 
the following outline of the agreement. 

Your classification is “general surgeon.” This position is included in the 
department of surgery and comes under the supervision of the medical director 
You are employed as a part-time specialist on a retainer basis of $ 
per year, 

In the event that a Group Health patient is referred to you for a service for 
which the association does not provide coverage, or for a restricted condition, 
you are to establish a fee for your service in line with the District medical plan 
schedule of charges and bill and collect directly from the Group Health Associa 
tion patient. 

The duties for which you are responsible include consultations with patients 
in your private office and in the hospital, and performing such diagnostic and 
surgical procedures as come within the scope of your position and within the 
limits of your qualifications. In the performance of these duties you are expected 
to work in close cooperation with the physicians in your department and in all 
other departments insofar as applicable. 

Toegther with the other surgeons in your department, you are responsible for 
providing 24-hour-service for the association. 

If this statement of the agreement between you and Group Health Association 
is in accordance with your understanding of the conditions of your employment 
you will please sign the enclosed copy in the space indicated below and return 
it to me. 

Sincerely yours, 


Excerpts From Group HeatrH AssocIATION Memper’s HANDBOOK 
MEDICAL SERVICES 


The practice of group medicine in which GHA engages offers many advantages 
to physicians and members, It gives the doeter and the patient ready access to 
the laboratory, X-ray, physical therapy, and medical records. It makes con- 
stantly available to each doctor consultation and interchange of ideas and tech 
niques with other physicains and specialists. Further, when you need a doctor, 
there is always a group health doctor on call. He may not be the one you cus 
tomarily see at the medical center, but he has all your health records available if 
needed, Every day, 24 hours a day, a group health doctor is on hand to respond 
to your eall. 


idult medicine 


As new members become acquainted with the doctors through consultation and 
treatment, they are encouraged to choose one of the staff for their regular family 
physician. Except in emergency—when your own doctor may not be on duty 
the physician you thus select will give continuing medical care to members of 
your family, and you will benefit from his knowledge of your family’s medical 
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history. (Children under 16, of course, are cared for separately in the pediatrics 
department.) 

Your family physician may recommend that other staff physicians examine 
and treat you. This freedom of consultation may at first seem unusual to you, 
but such “double checking” of diagnosis and treatment provides added health 
security for you and is one of the major advantages of group practice. A patient- 
doctor relationship based on trust and confidence can contribute toward good 
health. Members and staff therefore are encouraged to cooperate in its de- 
velopment. 

Specialists’ services 

Whenever necessary, your family physician will refer you to an appropriate 
specialist for examination and treatment. Doctors in many of the specialties of 
medicine are full-time members ef the GHA staff. 

Other specialists are on a regular part-time basis. 

Also available when needed, as determined by the medical director are the 
services of the most competent men in additional special fields. 


Obstetrics and gynecology 

Obstetricians provide prenatal care, delivery, and postnatal care, when both 
parents have been members of GHA for 10 months prior to delivery. The ex- 
pectant mother is examined frequently during the prenatal period and given 
careful laboratory tests. Each obstetrician on the staff familiarizes himself 
with her case; her medical history is recorded and this record is available to 
the doctor who performs the delivery, at any time, day or night. Both husband 
and wife are carefully briefed on symptoms and procedures during the preg- 
nancy period Planned meetings for expectant parents are held every other 
month. 
Pediatrics 

A newborn child of a member or of a listed dependent automatically becomes 
a member of GHA, as provided in the bylaws. For children of GHA members, 
comprehensive medical care starts early. Shortly after delivery a GHA 
pediatrician will visit the hospital to give the infant a thorough examination. 
You are urged to bring the child to the medical center for the frequent examina- 
tions your pediatrician will recommend. From birth to 16 years of age, your 
child will be under the care of your pediatrician. Thus, through all the critical 
periods of childhood, including puberty, the child is under the supervision of a 
specialist. In addition, authoritative guidance in child psychology is available 
for a moderate charge. 

A pediatric telephone period is set aside from 9: 20 to 10 a. m. (Monday through 
Friday), at which time you may discuss with your pediatrician matters pertain- 
ing to your child’s health needs. 


CHARGE FOR SERVICES TO PERSONS ENTERING WITH RESTRICTED CONDITIONS 


In case a person has aceepted membership with restrictions, the association, 
as provided in the bylaws, may be able to provide on a cost basis the services 
which are required for the restricted conditions. If such services are provided 
in the clinic or by GHA staff, they are charged for in accordance with a schedule 
of costs which is set up by the board of trustees, and is subject to change by 


the board without notice. 
GHA SPECIAL SERVICES 
The following services are available to members at the medical center 


Injections 

Medications needed for injections (you will usually have a prescription written 
in advance by your doctor) may be purchased in the injection room. There is 
a charge of 75 cents, exclusive of the cost of materials, to be paid at the time 
and for each injection given, except for persons receiving allergy injections. 

There is only one charge of 75 cents for an allergy injection visit regardless 
of the number of injections given on that visit. This is an addition to the 
regular charge for the cost of materials. Patients receiving allergy injections 
may pay in advance for materials for a 6 months’ or a year’s course of injections. 
Thus the member may avoid the larger expense of purchasing injection materials 


in small quantities. 
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\-ray 
Materials used in making X-rays are to be paid for at the time service is pro 
vided. A charge of $3 is made for each X-ray plate 


Laboratory examinations 


A minimum charge of 75 cents will be made for routine laboratory procedures, 
to be paid at the time of service. If special tests are ordered (for example, 
at an outside laboratory), the member will be responsible for extra charges 
involved. (Conditions under which this would happen will be explained to 
the patient by the physician on the case. ) 


Physical therapy 


For physical-therapy treatment, diathermy, ultraviolet, short wave, hydro 
therapy, etc., recommended by the doctor, a charge of $1.50 is made for each of 
the first 20 physical-therapy treatments received during a calendar year. There 
is no charge for treatments in excess of that number in unrestricted cases 


Basal metabolism test 


There is a charge of $8 for each BMR (basal methabolism) test, to be paid 
at the time of the test. 


Hlectrocardiogram 


There is a charge of $3 for each EKG (electrocardiogram) test, to be paid at 
the time of the test. 
Optical services 

The optical department will fill your prescriptions for glasses at a saving 
Many styles of frames are available both simple and decorated, as well as a wide 
variety of optically correct sunglasses. Repairs or replacement of frames or 
lenses iso are made 
Pharmacy 

The GHA pharmacy offers savings to members. Every effort is made to provide 
minimum prices. Drugs will be delivered in the downtown area every weekday 
(Monday through Friday). There is a delivery fee of 10 cents for orders totaling 
less than $3 and no charge for orders of $3 or more. 


HOW GHA HOSPITALIZATION SERVICE IS PROVIDED 
(Not applicable to persons holding nonhospitalization memberships ) 


Your GHA physician arranges for hospitalization. The hospital services which 
GHA procures, when necessary, for eligible members are outlined below : 

Ambulance service as ordered by the GHA physician. 

Hospital care not to exceed 90 days in any calendar year, or in any 1 illness 
or condition, or continuous period of hospitalization for each member and 
listed dependent. This care is provided for members except in restricted 
cases (preexisting conditions), in which event the member pays the hospital 
charges. 

Semiprivate (two-bedroom) accommodations. If a private room is occu 
pied, the member pays the difference between the cost of a semiprivate room 
in that hospital and cost of the private room. 

In maternity cases, when both parents have been in membership for 10 
months prior to expected delivery, the member pays the first $125 of the 
hospital bill, GHA pays the balance for those items normally covered by the 
association, 

In general illnesses, the member pays the first $15 of the hospital bill 
normally covered, and GHA pays the rest. 

Meals (as furnished on the hospital’s regular bill of fare). 

Medications (except serums, oxygen, penicillin, streptomycin, and other 
antibiotics). 

Transfusion service (does not include the cost of blood, if charged, or 
any costs charged by donor or blood tests in connection with transfusion) 
It does include services of nurses and doctor performing the transfusion 

General nursing care 

Use of operating room 

Use of delivery room 

Kmergency room services 

Use of recovery room 
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Anesthetist’s services and materials 
Surgical dressings and casts 
Routine laboratory examinations 
Nursery care (in maternity cases) 
Subcutaneous injections 


EXAMPLE OF SERVICES NOT COVERED BY GHA 


Blood, special foods, including babies’ formulas; special nurses and their 
meals; X-ray and fluoroscopic eXaminations and treatments; special medica 
tions: special la‘yoratory tests; und other special services. These are paid for 
by the member 

If you need hospitalization when away from the 15-mile service area, GHA will 
reimburse von, as provided in the bylaws, up to $7 per day for room and board 
up to $10 for anesthesia, and up to $15 for operating or delivery room. Other 
GHA services, of course, cannot be provided outside the service area, for it is 
only through efficient use of our own local staff and facilities that GHA can pro- 
vide comprehensive medical care on the present dues basis. 


THE DENTAL PLAN 


The GHA dental plan is designed to keep members in good oral health with 
emphasis on preventive care. Members enrolling in the dental plan, therefore, 
agree to have all work performed which the dentist recommends. Thus, follow 
ing a planned program, members are also able to obtain complete mouth care. 

Group Health Association’s modern and completely equipped dental center is 
staffed by highly qualified dentists, dental hygienists, and dental technicians. 

As in the medical department, your dentist may recommend that other staff 
dentists examine and treat you when you require the attention of a specialist. 

Saturdays, 9 a. m. to 1 p. m. 

SCTPICES 
The following services are provided for adults and children enrolled in the 
dental plan, at a fee for service based on cost. 
Prophylaxis (cleaning of teeth) 
Full mouth X-ray 
Examination and diagnosis by the dentist 
Dental treatment: Fillings: prosthetics (bridges, dentures, etc.) : treat 
ment of diseases of the soft tissue: oral surgery 

The following services are available on a fee-for-service basis to all GHA mem 
bers and their families whether or not they are enrolled in the dental plan: 

Emergency dental treatment (care necessary to relieve pain) 
Orthodontic treatment (correction of irregular teeth ) 

Full denture services 

Flouride treatments for children 

The CHatrman. Are there any further questions, gentlemen. If 
not, that will conclude the hearing this morning. 

Now, with reference to the appearance of Mr. Hansen, I would like 
to know whether it would be agreeable to him and to the members of 
the committee if he should consider with the chairman as to the state- 
ment to be made in the record to eliminate the necessity of him appear- 
ing as a witness this afternoon, and the holding of a hearing. Would 
that be satisfactory to the committee ? 

Will that be satisfactory to you, Mr. Hansen? 

Mr. Voornis. It will be, Mr. Chairman. He had to go, but I am 
certain that I can speak for him and say that it will be satisfactory. 

The Cuatrman. Very well. Then the hearings will adjourn until 
to morrow morning at 10 o’clock, at which time we expect to have some 
witnesses here from the CIO organization. 

(Thereupon at 11:57 a. m., a recess was taken until Tuesday, Jan- 
uary 19, 1954, at 10a. m.) 
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HEALTH INQUIRY (VOLUNTARY HEALTH INSURANCE) 


TUESDAY, JANUARY 19, 1954 


House or Representatives, 
ComMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, Be 

The committee met at 10 a. m., pursuant to recess, in room 1334 
of the New House Office Building, ia Charles A. Wolverton (chair- 
man) presiding. 

The Cuarrman. The committee will come to order. 

Our first witness this morning is Mr. John W. Edelman. Asso- 
ciated with him are other witnesses of the CIO who will speak on 
behalf of their respective organizations. 

Mr. Edelman will be the first witness. He was born in my State 
of New Jersey in 1893. As a boy and young man, Mr. Edelman 
lived in England. Mr. Edelman’s first union membership was in 
the Agricultural Laborers Union of Great Britain and later in the 
British Union of Journalists. Returning to this country prior to 
World War I, Mr. Edelman served in the United States Army and 
returned to newspaper work upon his discharge from the Army. 

In 1924 Mr. Edelman worked on ne wspapers in my home city of 
Camden, N. J. From there he went to Pennsylvania where he became 
research director of the American Federation of Hosiery Workers. 

In that capacity, Mr. Edelman had years of experience in framing 
social and labor legislation, both State and Federal. In 1934, Mr. 
Edelman was instrumental in setting up the Labor Housing Confer 
ence, which drafted the first public housing legislation, and worked 
for its enactment. In 1937, Mr. Edelman became CIO regional 
director in eastern Pennsylvania, continuing in that capacity until 
he was called to Washington to serve with the United States Housing 
Authority. 

During the war years, Mr. Edelman worked with the National 
Defense Advisory Commission and the Labor Office of the Office of 
Price Stabilization. 

In 1945, he became Washington representative of the Textile 
Workers Union of Amica, CIO, and continues in that post today’. 

For the past 25 years, Mr. Edelman has been a close student of 
labor and social legislation. For the past 5 years he has been a 
member of the executive board of the Committee for the Nation’s 
Health, a national organization which in ad lition to advoc' ating 
national health insurance, has closely followed major developments 
in the field of voluntary effort to solve the health problems cf our 
people. 

On behalf of the committee I wish to express our appreciation at 
the attendance of Mr. Edelman and his associates who will testify 
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later. We realize that each of them because of their background of 
experience can give this committee very helpful information. 

In addition to that we are pleased that they have the disposition 
to be helpful to this committee in the effort it is making to provide 
a national-health program that will prove beneficial to our people. 

Now, Mr. Edelman has requested, if it meets with the consent of 
the committe, that his questioning be withheld until the others have 
testified, in view of the fact that these other gentlemen come from 
points outside of Washington, Mr. Edelman comes from within Wash- 
ington, and if for any reason the full program will not be concluded 
today, it would be easier for him to come and testify in answer to 
questions than it would these others who come from out of the city. 

So, if it meets with the approval of the committee, we will have 
Mr. Edelman’s statement and then withhold the questioning until 
the others have testified. 

Mr. Edelman, you may proceed. 


STATEMENT OF JOHN W. EDELMAN, WASHINGTON REPRESENTA- 
TIVE OF THE TEXTILE WORKERS UNION OF AMERICA—CIO 


Mr. Epetman. Mr. Chairman and members of the committee, on 
behalf of the legislative committee of the Congress of Industrial Or- 
ganizations, I wish to express our appreciation for this opportunity to 
pres ent testimony during this constructive series of hearings being 
conducted by the House on Interstate and Foreign Commerce. We 
have been impressed by the serious concern, demonstrated by the 
chairman of this committee and the various members who serve with 
him, with the very real preblem arising out of the health needs of the 
American people. 

The CIO fixes its policies on all basic social issues by adopting reso- 
lutions at its annual conventions, after close study and lively debate 
of proposed policies by the convention resolutions committee. Stand- 
ing committees give continuing study to the subject matter of these 

resolutions during each year. ‘Staff and expert recommendations are 
made to the officers and members for revisions of policy from time to 
time. 

We mention this fact to emphasize to the Members of Congress that 
our 1953 convention resolution on health was not adopted perfunctorily 
and does represent a carefully considered conclusion, based on a real- 
istic and adequate analysis of the pertinent evidence. 

Let me also add that in CIO there is general rank-and-file familiar- 
ity with these formal convention resolutions. And at countless local 
union meetings each year and at our hundreds of educational insti- 
tutes we invite discussions by which we determine whether the or- 
dinary union member does in fact concur with and support these top 
policy declarations, 

We can say with assurance that on this matter of health, our con- 
vention resolutions do express the real feelings of the great majority 
of our millions of members. Indeed, we can say to the Members of 
Congress that there is no subject on which the average trade unionist 
and his wife will more quickly speak up than on the costs and quality 
of the health protection which is now available to the average wage 


earner. 
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We would not say to this committee that most CIO members would 
be able and willing at a moment’s notice to testify here on the details 
of national health insurance legislation, but we do say with complete 
conviction that one could pick almost any CIO family at random from 
any place in the United States and find a witness who would ener- 
getically and convincingly tell you that on the basis of personal 
experience, sound and dependable health care is now beyond their 
means and that they feel strongly that this critical need cannot 
now be met without governmental intervention. 

We say in all seriousness to the Members of Congress that there is 
widespread and deep uneasiness among wor king people everywhere 
over the fact of constantly increasing costs of illness and ordinary 
health protection. There is a mounting sense of resentment against 
the failure of our Nation’s leadership to offer a practical and accept- 
able plan which will protect and improve the health of all our people 
irrespective of income. 

The witnesses who will follow me here today represent a group of 
unions whose total numerical strength will add up to a majority of 
the 5 million members affiliated with national CIO. For the record 
we wish to state that we know of no CIO union, even the smallest 
and the most recently organized, that has not had a rather extensive 
and intensive experience with some effort to afford health protection 
to its members. 

In some cases this experience has been confined to the purchase from 
commercial insurance companies of group policies providing a given 
scale of medical or hospital benefits. Most CIO unions have contracts 
with Blue Cross; many, if not most, have contracts with other volun- 
tary bodies such as Blue Shield. 

The figures on this type of coverage have been made available to 
the Senate Committee on Labor and Public Welfare. 

Might I also say that an even more up-to-date set of data on our 
contracts and relationships with voluntary health organizations have 
been presented to the Commission on the Health Needs of the Nation. 
And this data, plus a great deal of first-hand testimony on the work- 
ings of these plans, are embodied in the several volumes of the report 
of the Commission on the Health Needs of the Nation. 

The point we wish to make is that we could, if time permitted, offer 
here first-hand testimony which would support this same point of 
view and conclusions from all the rest of our CIO internationals. 

That is that this group that is testifying here today is a fair example 
of all of the unions affiliated with national CLO. 

There would be, of course, many variations in the illustrations 
which additional witnesses could offer, due to widely different types 
of employment involved and the geographical location of the em- 
ployees. For instance, if I were testifying for my own union, the 
Textile Workers Union of America, I should stress, among other 
points, the serious doctor and nurse shortage in many of the southern 
and outlying communities in which textile “pli ints are located. 

A careful analysis of the health problems of cotton textile workers 
might, and probably would show a more serious unbalance as between 
income level and average cost than is the case with other workers 
whose average earnings are higher. 

If the CIO Maritime Workers were to testify, a different set of 
facts would present themselves; if loggers in the Northwest or the 











1816 HEALTH INQUIRY 


clerical employees in New York City were to write testimony for this 
committee, widely different experiences would be presented. 

Despite these variations in ways of life among our far-flung mem- 
bership, the amazing thing is the essential agreement among all of 
us regarding the proper solution for this pressing problem of ct aring 
for the health needs of the American worker and his family. 

This solid agreement and vigorous support for the C 1O position 
and program, among our many unions and our widespread member- 
ship, is only due to the fact that responding to the pressures from 
the rank and file, there have been literally thousands of separate and 
distinct efforts to find means of alleviating or solving the health needs 
of these differing groups of workers. It is hard economic fact and 
not theory that has lead us to the position which we now advocate. 

Our continued advocacy of national health insurance is based on 
no doctrinaire bias. CIO unions have for years now experimented 
with practically every type of alternative plan which is offered as 
a substitute for national health insurance. 

We have enthusiastically participated in different types of oe 
tary plans, some of which are acceptable, and indeed excellent, 
far as they go. Yet our final conclusion is that national health in- 
surance is the only finally adequate answer to this basic need of our 
people. 

Mr. Chairman, with your permission, I will file with the clerk a 
text of the CIO 1953 Convention resolution. With your permission, 
may I just read, as a sort of starting point for our testimony, about 
four paragraphs of that resolution which are pertinent to this hearing? 

We say: 

* x * * * * . 

Since our last convention a group of distinguished citizens appointed to the 
President’s Commission on the Health Needs of the Nation by President Truman 
reported its finding and recommendations on building America’s health. This 
five-volume report confirms our grave fears regarding the availability and 
adequacy of medical facilities and care. The report forthrightly underscores 
the shortage and maldistribution of doctors, nurses, dentists, and hospitals; 
the plight of our medical and dental schools; the inefficient organization of 
doctors and hospital service; discriminatory practices which curtail availability 
of hospital and medical care, as well as opportunities for professional training 
for members of minority groups; the inadequacy of medical research; and our 


failure to develop socially sensible ways to finance medical facilities and medical 
care. 
* * * * * * ” 

The CIO recognizes that the medical goal of the American people—compre- 
hensive health service of high quality available to all people equally—requires 
a national health program, based on national health insurance, designed to 
provide high quality medical services, facilities, and personnel in expanding 
quantity, and with appropriate organization and distribution. Such a program 
must provide greatly expanded Federal assistance to schools of dentistry and 
medicine; for nursing and medical technician training; for construction-of new 
hospital and health center buildings and facilities: for student scholarships; 
and for research. It must include a system of prepaid health protection which 
will provide all America’s families with a rounded program of preventive care, 
prompt access to services for the diagnosis and treatment of sickness and 
disease, and comprehensive rehabilitative services for the disabled. Such a 
program must expand Federal aid to State and local public health programs. 
It must continue and extend high quality medical care for such groups as seamen 
and veterans. 


* * oe * * * « 





HEALTH INQUIRY 


(Resolution No. 46 is as follows:) 


1953 CIO CoNVENTION RESOLUTION No. 46 


HEALTH PROGRAMS 


The health of our members and their families and the health of the Nation are 
basic concerns of the CIO. Repeatedly we have sought to alert the American 
public, the United States Congress, and the organizations of professional people 
who have primary responsibilities in the fields of health care to the scandalous 
failure to meet the health needs of our Nation’s families 

A tremendous gap exists between present health services and those which we 
have the technical know-how to provide. The best we can furnish is the onl: 
acceptable standard by which the adequacy of our heal services can be 
measured. 

We have made thoughtful recommendations for the solution of this great 
problem. We have supported legislation designed to bring medical facilities and 
personnel to adequate levels and to provide comprehensive medical care for all 
Americans through a system of national health insurance Across thousands 
of bargaining tables we have negotiated health insurance plans and reduced the 
health cost burden for many of our members. We have made headway in obtail 
ing improvements in the benefits and administration of the nonprofit voluntary 
cooperative health-care plans, such as the Blue Cross hospitalization plans. But 
in all of these efforts we have only begun to solve the problem—adequate health 
care remains as a great challenge to our Nation 

Since our last convention a group of distinguished citizens appointed to the 
President's Commission on the Health Needs of the Nation by President Truman 
reported its finding and recommendations on building America’s health. This 
5-volume report confirms our grave fears regarding the availability and adequacy 
of medical facilities and care. The report forthrightly underscores the short 
age and maldistribution of doctors, nurses, dentists, and hospitals: the plight 
of our medical and dental schools; the inefficient organization of doctors’ and 
hospital service; discriminatory practices which curtail availability of hospital 
and medical care, as well as opportunities for professional training for members 
of minority groups; the inadequacy of medical research; and our failure to 
develop socially sensible ways to finance medical facilities and medical care 

With the Commission’s comprehensive and courageous report of the present 
status of the Nation’s health before us, the need for social action is evident 
All of the Commission’s majority recommendations are perfectly consistent 
with the promises of the present administration as stated in the 1952 platform 
of the Republican Party. 

Unfortunately, the 88d Congress has slashed appropriations for many vital 
health services, and long-established services, such as hospitals for seamen, are 
threatened : Now, therefore, be it 

Resolved, That the CIO recognizes that the medical goal of the American 
people—comprehensive health service of high quality available to all people 
equally—requires a national health program, based on national health insurance, 
designed to provide high quality medical services, facilities and personnel in 
expanding quantity and with appropriate organization and distribution. Such 
a program must provide greatly expanded Federal assistance to schools of 
dentistry and medicine; for nursing and medical technician training; for con- 
struction of new hospital and health center buildings and facilities; for student 
scholarships; and for research. It must include a system of prepaid health pro- 
tection which will provide all America’s families with a rounded program of pre- 
ventive care, prompt access to services for the diagnosis and treatment of sick- 
ness and disease, and comprehensive rehabilitative services for the disabled. 
Such a program must expand Federal aid to State and local public-health pro- 
grams. It must continue and extend high-quality medical care for such groups 
aS seamen and veterans. 

We urge our affiliates to continue to support State and local legislation to im- 
prove health services. 

We favor the development and expansion of voluntary, comprehensive prepay- 
ment health plans, and deplore the drive of the insurance companies to introduce 
deduct'ble programs which discourage the early and prompt resort to needed 
treatment. 

We urge affiliates to continue to work for increased consumer representation on 
the boards of voluntary health insurance plans and other organizations providing 
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medical services and thus to help in providing the leadership and constructive 
thinking necessary for the attaining of our health goals. 

We reaflirm our support of the Committee for the Nation’s Health. 

Mr. Epetman. Our first witness today, Mr. Chairman and members 
of the committee, will be Mr. Walter Abel who is the secretary of the 
United Steelworker of America. 

Mr. Abel will be accompanied by the technicians retained by his 
union who are thoroughly versed on all of the economic and technical 
problems related to health care. 

The Cuarrman. For the benefit of the members who came in after 
I made the first announcement, we are delaying our question of Mr. 
Edelman until these other witnesses have testified because these other 
witnesses come from out of the city and find it necessary to return. 
We do not wish to delay them unduly. 

I would like to say in connection with the statement that has just 
been made by Mr. Edelman on behalf of the Textile Workers of 
America, and which also expresses the viewpoint of the CIO organi- 
zations on this important subject, that we feel greatly indebted to these 
gentlemen who have come here this morning to testify before our 
committee. 

It is further evidence of the very great interest that labor has taken 
in this all-important matter. It is extremely encouraging to the 
committee to find that labor organizations, CIO and AFL, together 
with other independent organizations, have in their appearances be- 
fore this committee indicated in no uncertain terms their very 
great interest in providing a program to promote national health. 

It is a subject, naturally, that they are interested in from the stand- 
point of the economic side but also the humanitarian side. We feel 
that their presence here, and the testimony that they can give, will 
not only be helpful to the committee in formulating the kind of legis- 
lation that will prove most beneficial but, in addition to that, the 
appearance of these witnesses, as representatives of such a great 
organization as the CIO, gives tremendous impetus to the effort of 
this committee. 

I acknowledge with deep appreciation the help that you are giving 
in this important matter. 

Mr. Abel is international secretary-treasurer of the United Steel- 
workers of America. He worked at various jobs for a great number 
of years in basic steel and fabricating plants. The major plant he 
worked for was Timken Roller Bearing Plant in Canton, Ohio. 

He was one of the first officers elected district director of Central 
Ohio Steelworkers. He served as district director until 1953 when 
he was elected international secretary-treasurer. 

He is active in a number of civic and community affairs in Canton. 
He is a member of : Canton Community Fund Board, March of Dimes 
Board, Stark County TB Association, Board of Red Cross, and the 
Philamatheon Society of the Blind. 

Mr. Abel, we appreciate having the benefit of your presence and 
testimony this morning. We will ask you now to proceed. 
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STATEMENT OF I. W. ABEL, INTERNATIONAL SECRETARY-TREAS- 
URER OF THE UNITED STEELWORKERS OF AMERICA 


Mr. Anet. My name isI.W. Abel. Iam the international secretary- 
treasurer of the United Steelworkers of America. On behalf of my- 
self, the other officers of the union, as well as our members and their 
families, I want to thank you for this opportunity of presenting 
information regarding our own experience in the field of insurance, 
medical care, and pensions. 

Our organization has about 1,180,000 members throughout the 
United States and Canada. We have about 2,600 local unions and 
baout 2,200 separate collective-bargaining agreements. We have 
members not only in the basic steel industry, but also in a wide variety 
of other industries: Iron-ore mining, nonferrous metal mining and 
smelting, quarries, foundries, steel fabricators, aluminum manufac- 
turing and processing, can manufacturing, et cetera. 

After many years of hard and persistent work, we have been able 
to secure in the overwhelming m: jority of our collective-bargaining 
agreements throughout these industries, some assistance for our 
people in their efforts to deal with the problems of life insurance, 
accident and sickness insurance, hospitalization, surgical benefits, and 
pensions. 

We have had, therefore, a great deal of firsthand experience in this 
entire field. In addition, in these collective-b: irgaining agreements 
we have safety and health provisions to prevent injury to the em- 
ployees who are at work. 

These programs are not uniform, but have been adjusted to meet the 
needs of employees in the light of conditions within individual com- 
panies. While we are proud of the progress we have made, I can 
assure you that there is much still to be done in this field not only by 
private groups but also by the Government. 

Perhaps I can best begin a recitation of our experiences by relating 
some historical developments within the industries in which we 
represent employees. 

This organization came into being in 1936 as the Steel Workers 
Organizing Committee. The first major collective-bargaining agree- 
ments were secured in 1937. Our entrance into the field of health 
and safety began with a modest provision in the early agreements 
requiring the employer to make reasonable provision for protecting 
the safety and health of his employees while they were at work. 

The employers did not go any further than that on a joint program. 
There were no collective-bargaining provisions protecting or assisting 
the employees in connection with age and health hazards resulting 
from events outside the plant. There were no collective-bargaining 
provisions protecting or assisting their dependents. 

It became increasingly evident that we hi ad to do something about 
improving our program. Some plans were agreed to here and there, 
but the progress was spotty. 

In 1947 in most of our major contracts the safety and health provi- 
sion was strengthened by allowing the individual employee to reject 
an assignment where he felt that the hazards under the circumstances 
were beyond those normally inherent in the job. 
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The first major programs throughout our industries were adopted 
in 1949. I might add that prior to 1949 various social insurance plans 
were incorporated in some 380 collective-bargaining agreements be- 
tween our union and companies in various industries. In over 80 
percent of these plans, the employer bore the entire cost. 

In the 1949 collective-bargaining negotiations with the principal 
companies, our members requested that the company provide the fol- 
lowing health, insurance, and pension benefits to the employee and 
that the company bear the entire cost: 

1. Life insurance equal to 1 year’s pay for each employee while he 
remained an employee. 

A $1,250 paid-up insurance policy for each employee when he 
retired either because of old age or permanent disability. 

Benefits of $31.50 per week payable immediately in case of dis- 
ability resulting ee accidental injury while off the job and payable 
on the eighth day in case of temporary disability resulting from sick- 
ness. Maximum duration of payment would be 26 weeks. 

A National Blue Cross contract. covering hospitalization for the 
employee, his wife, and unmarried children under 19 years of age. 

Reimbursement for surgical costs for the employee, his wife, and 
minor dependents up to a maximum of $200. 

Pensions of $150 per month for workers who had 10 years’ serv- 
ice or more if retired because of permanent disability. This was to be 
reduced to $125 a month when the man reached 65. 

Pensions of $125 a month for workers retiring after the age of 
65. 

Notification was sent to various major companies in May of 1949. 
Negotiations began in these instances in the middle of June and con- 
tinued on into July without any success. 

President Truman appointed a board of inquiry to investigate the 
situation and to suggest ways and means for arriving at an amicable 
solution. Hearings were begun on July 28 and the report of the 
board was issued September 10, 1949. During all this time the men 
remained at work. 

The board rejected the union’s request for a general wage increase. 
It unanimously recommended, however, that the companies involved 
set. aside an amount equal to 4 cents per man-hour worked for social 
insurance and 6 cents per man-hour worked for pensions. It agreed 
with the union’s position that the employees should not be required to 
bear any portion of the cost of these two programs. 

The board would not specify the types of benefits which should be 
provided, but left the matter to the parties themselves. 

In reaching these conclusions, the board made the following signifi- 
cant comments concerning the proposal. I should like to quote here 
the board’s decision. They said: 

Social insurance and pensions should be considered a part of normal business 
costs to take care of temporary and permanent depreciation in the human 
“machine,” in much the same way as provision is made for depreciation and 
insurance of plant and machinery. This obligation should be among the first 
charges on revenues. 

They went further and said: 

The concept of providing social insurance and pensions for workers in industry 
has become an accepted part of modern American thinking. Unless Government 
provides such insurance in adequate amount, industry should step in to fill the 


gap. 
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Government (except in four States) has failed to provide social insurance 
(as defined herein) for industrial workers generally, and has supplied old-age 
retirement benefits in amounts which are not adequate to provide an American 
minimum standard of living. 

That was four States at that particular time. 

Although the board denied the union’s request for a wage increase, 
the union accepted the board’s recommendations in the dispute. We 
felt that the need for getting started on a broad program of insurance 
and pensions was so vital that we were willing to swallow the un- 
popular recommendation on wages. 

The companies involved accepted that portion dealing with the 
denial of a wage increase, but rejected the recommendation on insur 
ance and pensions. When further collective bargaining on the basis 
of the board’s recommendations proved fruitless, the men had no 
alternative but to cease work in support of the board’s recommenda- 
tions. 

This stoppage occurred on October 1, 1949, and continued in most of 
the industry for some 6 long, hard weeks even though our union 
reached an agreement with the Bethlehem Steel Co. on October 31. 
These agreements marked a significant step forward in the field 
insurance and pensions. 

On October 31, 1949, the Bethlehem Steel Co. agreed to contribute 
21% cents for each hour worked by each employee to an insurance fund, 
for the purpose of establishing a social insurance program. The 
employees agreed to contribute a similar amount. 

In addition, the parties agreed to certain pension benefits. In 
essence a basic pension of $100 per mo nth was provided for an em 
ployee retiring on or after age 65 with 25 or more years of continuous 
service. This included his primary social security benefit. 

If, however, an employee became totally and permanently disabled 
before age 65 and had 15 or more years of continuous service he was 
provided with a disability pension of $50 per mol ith. Oper: ations 5 
were then resumed. Within the next few weeks the other major basic 
steel producers followed this pattern. 

We were then confronted with the problem of devel ping a pro 
gram of insurance benefits that could be provided by this joint con 
tribution of 5 cents per hour. The programs with the various com 
panies differ to some degree in order to meet different cost factors 
brought out by differences in age distribution, marital status, sex, 
geographical location, et cetera. 

It is impossible to discuss in detail all our programs involving ove 
2,000 companies. However, I will describe the benefits provided by 
our program with the United States Steel Corp. that employs almost 
200,000 of our members. It can be considered typical of agreements 
with our union. ‘These benefits are as follows: 

1. Life insurance for employees. 

Sick and accident benefits for employees. 
Hospitalization benefits for employees, their wives and children. 

4. Surgical benefits for employees, their wives and children. 

Life insurance is provided on a graduated scale in accordance to 
the employee’s hourly wage rate, but the average amount is $2,500 
while the worker is actively employed. Upon retirement his life 
insurance is reduced to $1,250 and is completely financed by the insur- 


ance fund. 
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Sickness and accident benefits are $26 a week regardless of earnings 
and are paid for a maximum duration of 26 weeks for each disability. 
Benefits begin on the first day of an accident and on the eighth day 
of an illness. 

The above benefits are provided through contract with the Equitable 
Life Assurance Society of the United States. 

Hospitalization benefits are provided through a plan with the Blue 
Cross called the national 70-day steel plan. This national steel plan 
disregards local variations in Blue Cross benefits and provides a uni- 
form benefit for all of our workers throughout the United States. 
This plan provides 70 days of semiprivate care for each period of 

confinement for the worker, his wife, and unmarried children under 
19 years of age. 

It also provides for full payment of the use of operating and deliv- 
ery rooms, drugs, medicines, dressings, X-rays, and numerous other 
services commonly referred to as “extras.” However, it definitely 
excludes payment for any hospitalization primarily for X-rays, lab- 
oratory examinations, or other diagnostic studies. 

Surgical benefits are provided for the worker, his wife and unmar- 
ried children under 19 years of age through a ‘uniform surgical fee 
benefit plan thoughout the United States by the Blue Shield. These 
benefits provide reimbursement for operations up to a maximum of 
$200. 

As I have previously stated, these benefits are typical of those pro- 
vided throughout the steel industry. However, approximately 50 
percent of our workers are provided hospitalization and surgical bene- 
fits through commercial insurance companies. 

I might add at this point, Mr. Chairman, that while these programs 
provide the various benefits to the workers while they are actively em- 
ployed, we are running, particularly at this time, into a problem of un- 
employment in our industr y and these benefits after the first month of 
unemployment, of course, are lost to the individual worker. We are 
finding a very serious problem because of that factor. 

The essential difference, so far as benefit formulas are concerned, is 
that Blue Cross provides service and benefits, regardless of cost, while 
the insurance companies provide dollar indemnification up to a fixed 
amount. Our experience over the past 4 years leads us to conclude 
that hospitalization as provided by Blue Cross is preferable to that as 
is provided by commercial insurance companies. 

We chose Blue Shield with the anticipation of developing with that 
organization a form of service benefits for surgical procedures, so that 
our members would be guaranteed that doc tors would accept the Blue 
Shield reimbursement as payment in full. So far, we have met with 
little or no success and we see no major difference between indemnifi- 
cation as practiced by Blue Shield or the commercial insurance com- 
panies. 

These deficiencies are reflected daily in correspondence received by 
my organization and should not be allowed to exist. I have with me 
two letters received this past week which illustrate the problems that 
steelworkers are attempting to overcome. 

Again I might digress, Mr. Chairman, by reporting to the commit- 
tee that in addition to the consideration given the needs and the cover- 
age of our insurance programs, through our numerous meetings and 
the constant activities of our people employed in the insurance depart- 
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ment, we received our best guides on the insurance needs of our mem- 
bership and the benefits we provide, naturally, from direct correspond- 
ence received from members throughout the steel industry in various 


sections of the country. ! 

Of course we receive communications from time to time expressing 
appreciation for the benefits and coverage that have been provided 
by the plans, but I think most impressive, or at least we give more 
consideration to them, are those letters we receive from members 
pointing up the deficiencies of the plans, the shortcomings and their 
individual disappointments when they experience hardships to find 
that the insurance coverage they thought they had is not adequate to 
meet their needs. 

I have brought with me several letters we received just last week. 
We think these letters are important. We would like, with your per- 
mission, to read them or at least summarize them and then present 
them as exhibits for the committee’s consideration. 

The CHarrmMan. How many letters do you have? 

Mr. Ane. I have just two with me. 

The CuarrMan. Those letters will be made a part of the record. 
You may summarize them if you wish or read them in full. 

(The letters are as follows:) 

UnNITep STEELWORKERS OF AMERICA, 
Districr 12, Locat UNIon No, 2632, 
Johnstown, Pa., January 6, 1954. 
Mr. Davin J. MCDONALD, 
President, United Steelworkers of America, 
Pittsburgh, Pa. 

Drar Sime: There has recently been called to my attention the facts concern- 
ing the welfare of one of our members of the United Steelworkers in this dis- 
trict. In view of our expanding efforts to improve the welfare of our member- 
ship, I believe these facts should be of great interest to our national office. 

This is the case of Robert Irwin, 811 Wood Street, Johnstown, Pa., a member 
of local union No. 2644. 

This man has undergone a series of operations by Dr. Gaisford, at the 
Presbyterian Hospital in Pittsburgh, for the removal of a tumor of the mouth, 
These operations were reasonably successful but recently a tumor has developed 
in the rear of his eye which has impaired his vision. 

Mr. Irwin has been advised by the local eye specialists, in conjunction with 
other doctors, that further operations were required and they referred bim to Dr, 
Algernon Reese, an eve specialist in New York City, who in turn referred Mr, 
Irwin to Dr. [deleted], Park Avenue, New York City, who is a tumor specialist, 
affiliated with the Memorial Hospital in New York City. 

Mr. Irwin and his wife went to New York and consulted with Dr. [deleted]. 
They have informed me that Dr. [deleted] gave them to understand that he was 
not interested in the case, that he was of the opinion the other doctors were 
trying to pass the buck to him, that his fee was $1,000 and that he did not approve 
of their borrowing the money, and furthermore it was silly to believe that he 
was the only doctor that could do the operation. 

After taking the history of Mr. Irwin's case, this doctor made one statement 
that should be of particular interest to our organization. Upon being told that 
Mr. Irwin was a steelworker, he said that New York was no place for a steel- 
worker ; that he should go to Youngstown or some other steel town for treatment. 

I am of the opinion that such indifference on the part of Dr. [deleted] to the 
need of surgical attention, and his general attitude, should be reported to the 
medical association, as in my opinion this doctor has little regard, if any, for his 
oath of service, and uses the almighty dollar as his measure of standards. It 
is also my opinion that this particular doctor should be impressed by some 
suitable action with the fact that a steelworker is a human being, and he, as a 
member of the medical profession should recognize that fact. 

This is a rather lengthy letter but I do believe it merits the consideration of 
our national office and that it does furnish further evidence to be used by our 
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organization in its compaign to acquaint the medical association with the dan- 
gerous conditions existing within their group. 
Hopeful of your approval of calling this to your attention, and awaiting 
some advice on this case, I remain, 
Yours sincerely, 
S. L. HARGREAVES. 


StruruErs, On10, December 30, 1953. 
Mr. Davip J. MCDONALD, 
President, United Steelworkers of America, 
Pittsburgh 22, Pa. 

Dear Sik: I am writing to you in reference to the compulsory hospitalization 
insurance plan that is in effect with the Youngstown Sheet & Tube Co. 

Our son was born November 12, 1953, with a spinal deformity and a severe 
blood condition. He had to have extensive blood transfusions and spinal surgery, 
which was performed when he was 13 days old. He is now 7 weeks old and is 
still hospitalized We inquired as to our hospitalization benefits—there are 
none. He would had to have been taken out of the hospital and readmitted 
when he was 14 days old. That was an impossibility due to his serious condition. 
Our hospital bill at this point is $648.80 with more to come, and as yet I haven't 
received the surgeon’s fee. I certainly don’t feel as this is a very adequate 
insurance plan. 

I know that I can’t be helped by a change in the policy, but I certainly feel 
that in further bargaining with the company, this clause should certainly be 
changed to benefit other employees who might be faced with a similar situation 

Would you please answer this inquiry as to how this situation has been allowed 
to exist. I talked with Mr. Smith, who handles the insurance benefits for the 
company; and he said this set of rules was agreed upon by the union. 

Sincerely yours, 
Howarp J. GUTERBA, 
Shop Steward, Open Hearth, Local 2168. 


Mr. Apsev. The first one is from one of our members located in 
Struthers, Ohio, and he directs his letter to the attention of President 
McDonald and states: 


I am writing to you in reference to the compulsory hospitalization insurance 
plan that is in effect with the Youngstown Sheet & Tube Co. 

Our son was born November 12, 1953, with a spinal deformity and a severe 
blood condition. He had to have extensive blood transfusions and spinal surgery, 
which was performed when he was 13 days old. He is now 7 weeks old and is 
still hospitalized. We-inquired as to our hospitalization benefits—there are 
none. He would had to have been taken out of the hospital and readmitted when 
he was 14 days old. That was an impossibility due to his serious condition. 
Our hospital bill at this point is $648.80 with more to come, and as yet I haven’t 
received the surgeon’s fee. I certainly don’t feel as this is a very adequate 
insurance plan. 

I know that I can’t be helped by a change in the policy, but I certainly feel 
that in further bargaining with the company, this clause should certainly be 
changed to benefit other employees who might be faced with a similar situation. 

Would you please answer this inquiry as to how this situation has been allowed 
to exist. I talked with Mr. Smith, who handles the insurance benefits for the 
company; and he said this set of rules Was agreed upon by the union. 


It is signed, “Sincerely yours, Howard J. Guterba.” He is a shop 
steward, open hearth department, of the Youngstown Sheet & Tube 
plant. 

The other one I think points up a number of fallacies in our overall 
concept of medical and surgical treatment and the benefits that can 
be provided by our various plans. 

This letter deals with a condition of one of our members in Johns- 
town, Pa., and I will not attempt to read it all. It is lengthy. The 
meat of the letter advises that one of our members who was unfor- 
tunate to develop tumors of the mouth received treatment and had 
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them removed only to later develop a tumor at the rear of his one 
eye. That, of course, ‘inpaieea his vision. 

The doctors of Johnstown to whom he went recommended that he 
go to surgeons and specialists in New York City. He was finally re 
ferred to a surgeon on Park Avenue, New York City, and I think this 
1s particularly important. 

He says that the doctor informed him that an operation for this 
particular tumor would cost a fee of $1,000, and he said he did not 
ap nee their borrowing the money. And furthermore it was silly 
to believe that he was the only doctor that could per ae the operation. 

Upon learning that Mr. Irwin was a steelworker from Johnstown, 
Pa., he suggested that rather than having New York surgeons pe 
form the operation he vO back to the steel center, recommendin 


y 


Youngstown, Ohio, where pos sibly some surgeon there might give him 
some assistance. 

We think that they are important, not only from the standpoint 
here that after several surgeons and doctors had examined Mr. Ir win 
and recommended him to this particular surgeon on Park Avenue, 
it seems apparent that the surgeon was interested only in a fee of 
S 1.000, and even then not too much concerned about performing the 
service that was 8 neeted for the patient. 

We of course resent the fact that the surgeon took the position tha 
since it was a stee lworker involved that he should find adequate sur 
gi ‘al attention in a steel loc ality. We think steelworkers are no dif 
ferent than any other people, and they should receive the services 
needed by whomever is best qualified to perform them. 

I would like to continue now with our prepared statement. These 
insurance programs are administered by the employer. However, our 
agreements provide for joint committees on insurance and pensio1 
composed of an equal number of representatives of the union and 
the company. The primary function of the joint committee is peri 
odically to review the operation and administration of these programs 
in order to make sure that they are being conducted to the best interest 
of the employees. 

I might add that one of our main functions of our committee is to 
see to it that there are aclequate funds available to provide the serv 
ices that our plan requires. 

I might say that in the past year or two on several occasions, at 
least, our committee has had to reeommend that our members con 
tribute substant ially more to the program. 

In the conduct of our periodic reviews during this period of 1949 
to 1954, we have found it increasingly diflicult to finance even these 
limited benefits. The cost of proy iding the benefits for the e mployees 
of the United States Steel Corp. currently is approximately $9.70 a 
month per employee, as compared with a cost of $8.30 m 1950. 

All costs have risen to some extent because of increased utilization 
of the benefits of the program and because of the progressive aging of 
the work force, but the most significant increase has been in the cost 
of providing hospitalization benefits. 

In 1950 we were able to provide this benefit at a monthly cost of 
$3.25 per employee. Our current cost is $4.49 per month. We believe 
these Blue Cross rates have increased more than any other costs, 
largely because of the increased cost of living from which the general 
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public and hospitals as well, have suffered. Of course, the addition 
of new and expensive drugs has added to the costs. Increases in wages 
and salaries of hospital personnel certainly have added to hospital 


costs. 
May I say at this point, that I am not being critical of these wage 


increases since these wages have been unjustifiably low in the first 
place. 

Currently aggravating the problem of increasing cost is the fact 
that operations in the steel industry have now dropped to 75 percent 
of capacity. Since this program is partially financed by contribu- 
tions from the employer per man-hour worked, this curtailment of 
operations automatically reduces the income available for financing 
our programs. Therefore, a greater portion of the cost must be borne 
by the employees. 

As for the future, I can best summarize our position on health care 
by quoting from a speech made by Mr. David J. McDonald, president 
of the United Steelworkers of America, before the annual conference 
of Blue Cross and Blue Shield Plans, Hollywood, Fla., April 13, 1953. 
I would like to quote briefly from President McDonald's statement, 
with the permission of the Chair and the committee. 

Mr. Chairman, I would like to again submit the statement of Presi- 
dent McDonald as an exhibit for the committee’s consideration. 

The Cuairman. It will be so received. 

(The address is as follows:) 


REMARKS OF Mr. Davin J. McDONALD, PRESIDENT, UNITED STEELWORKERS OF 
AMERICA, FOR PRESENTATION AT THE ANNUAL CONFERENCE OF BLUE CROSS AND 
Bive Sutetp PLans, HoLtywooup BreacH HoTet, Hottywoop, Fia., Monpay, 
APRIL 13, 1953 


HEALTH CARE OBJECTIVES 


Your kind invitation for me to participate in your proceedings today is indica- 
tive of the wholesome recognition of your organizations of the need for the 
consuiners of your services to be heard in your deliberations. If the Blue Cross 
and Blue Shield are to continue and to grow, it is important that the recognition 
of the consuming public, and most particularly of labor, be given even greater 
emphasis than in the past. 

The hope for the continued development of Blue Cross and Blue Shield lies in 
the recognition that these organizations do not represent exclusively, or even 
primarily, the interests of the purveyors of the hospital and medical services 
provided by your plans. Blue Cross and Blue Shield, to succeed, must become 
community organizations based on wide public representation on your governing 
boards. Your organizations must balance intelligently the interests of huspitals, 
physicians, and your members, never overemphasizing the interest of any one 
against the other. 

Fortunately this approach is not an impossible or difficult one to achieve. 
There are no basic conflicting interests between any of these groups. None of 
these groups could exist without the other. What the Blue Cross and Blne Shield 
are trying to achieve, as I understand it, is a system of prepaid medical and 
hospital care through private arrangements, rather than through compulsory 
taxation. If this effort of your organizations should fail to achieve a broad com- 
prehensive system of prepaid hospital and medical care coverage, you may expect 
that the people of the United States will demand of their Government, that a 
system of Federal compulsory insurance be substituted for private efforts. 

There may be a tendency to think, nowadays, that the present administration 
in Washington is so firmly opposed to Federal health insurance that there no 
longer is a need to broaden and improve the present Blue Cross and Blue Shield 
plans. In my opinion, nothing could be further from the truth. I believe our 
representative form of government makes any administration in Washington 
keenly aware of the problems and dissatisfactions of the people. Nothing has 
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happened in recent months to reduce the ever-increasing burden of health care. 
Costs of medical care and hospitalization have steadily risen in recent years, not- 
withstanding the introduction of miracle drugs and improved techniques of treat- 
ing disease and injury. In fact, the introduction of new drugs, has in itself, 
been a reason for increasing costs. I am assured by some Blue Cross officials that 
the increases in hospital costs have not yet leveled off, and that we may expect 
further increases in the future. Is there no intelligent way in which we may 
insure ourselves against these great burdens? Is it not possible to broaden the 
range of medical benefits available through private prepaid medical plans? 
If the answer to these questions is in the negative—and I repeat—then | believe 
that the American people will demand that their Government step in. 

The desire of steelworkers for an adequate plan of health care for themselves 
and their families has been clear throughout the entire history of collective 
bargaining in the steel industry. The first labor agreement in the steel industry 
with our union, signed on March 17, 1937, contained a provision requiring the 
employers to make reasonable provisions for the health of employees. Later 
agreements established joint factfinding committees to make studies of existing 
group insurance plans and associations within the steel industry. 

It was not, however, until September 10, 1949, that the right of employees in 
the steel industry to bargain collectively on health and welfare programs became 
a reality. On that date, the President’s Steel Industry Board recommended that 
programs of medical and similar benefits and retirement benefit plans be included 
in the agreements between the steel industry and our union. The Board further 
recommended that: “In general, the system of insurance established by the 
parties should be noncontributory.” 

The findings of the Steel Industry Board were not sufficient, however, to con- 
vince the steel industry of the justice of our union’s demands. It was not until a 
6-week strike ensued, that the industry agreed to incorporate provisions relating 
to social insurance and pensions in its labor agreement with our union. 

The demands of steelworkers in their 1949 strike for social insurance can be 
best summarized by quoting the words of our late great president, Philip Murray, 
before the Steel Industry Board: “The steelworker wants and is entitled to pro- 
tection and security, paid for by the company. Whether his illness or disability 
occurs as a result of his job, or for any other reason, the steelworker wants 
medical, hospital, and surgical care provided without having to exhaust his 
savings, borrow money or go into debt.” 

The collective-bargaining agreements between our organization, the United 
Steelworkers of America, and the various steel producers and fabricators bring 
into the fold of Blue Cross and Blue Shield one of its largest single group of 


participants. Our agreements require the payment of more than $30 million 
annuaily in premiums to your plans. Hospital and surgical care benefits for a 
total of more than 14% million of our members and their families are provided in 
whole or in part through contracts with the Blue Cross and Blue Shield. 

In early 1954 the United Steelworkers of America will again enter in negotia- 
tions with the steel industry to improve and expand our social insurance pro- 
grams. The practical problem which we will face at that time, is to make real 
improvements in our present hospital and medical care programs. 

Among improvements in our program for prepaid hospital and medical care that 
we see to be essential can be summarized under three broad headings: 

First, early diagnostic and preventive medical care. 

Second, payment of medical, dental, drug, and appliance bills. 

Third, payment of all hospital bills. 

These proposals are not unreasonable or impossible to meet. They must be met 
by one means or another. Every day steelworkers are paying a large part of the 
bills for these services out of their pockets. They are justifiably demanding a 
comprehensive prepaid program of medical care. I do not know whether the 
slue Cross or the Blue Shield will prove themselves sufficiently flexible to par- 
ticipate in the achievement of this program. But here is a challenge which your 
organizations must face up to. 

[I am perfectly aware that your organizations are necessarily limited in the 
scope of your operations. Obviously, not all of our program to insure medical 
care security for steelworkers lies within your province. Beyond what your 
organizations must do in prepayment plans there are two fields of responsibility 
which must be assumed by employers in the steel industry. 

In the field of preventive medicine it is necessary to enlarge greatly the present 
nonexistent or meager medical facilities available in the mills and factories. 
Whether disability arises from occupational or nonoccupational causes should 
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not be the basis on which medical assistance is offered at the place of work. 
Recently in the mills of the Jones & Laughlin Steel Corp., thousands of employees 
received influenza immunization shots. Some other steel corporations did like 
wise. To whatever extent that these injections successfully prevented illness and 
vees, the steel companies and their employees gained. The 





letection of illness at 





iong employees can prevent later serious complica- 
tions and long absence from work From the employer's point of view there is 
an immeasurable gain when workers are able to work steadily. From the 
employee’s point of view, preveiitive care will mean better health with fewer 
absences and viously less loss of wages due to preventable illness. 

In many communities inadequate diagnostic facilities prevent both employees 
and their families from receiving proper medical care. It is to the interest of 
industry to provide medical clinics properly equipped with the facilities for 


diagnostie work and staffed with competent medical personnel. Where visiting 
nurse services would assist mothers in the care of their families, such facilities 
must be made available. In one steel community in the West, the advice and 
assistance of a visiting nurse was of material assistance in reducing effectively 

nn lly curring epidemic of dysentery, which apparently was due in part 
to the poor of the children. Not only was the health of these employees and 


their families improved, but the cost of providing hospital care was substantially 





When we discuss the costs of providil a comprehensive plan of prepaid medi 
eal and hospital care, a distinction must be made between true costs and apparent 
COR Furthermore, distinction must be made between reasonable and necessary 
ce d tl s which are unjustified 

Is there anv doubt that uch money would be saved by the early detection and 
t) tment of such diseases as cancer, heart disease, and tuberculosis? Those 


who object to the cost of providing diagnostic and preventive medical care should 


first examine the eat cost of treating the neglected cases of these diseases 
We have been told, too, that the cost of a program of diagnosis and prevention 
would be unne srilv hich be ise of the m bility of abuse by both physicians 








and patients. There are always those who a afraid of progress. 

Abuse is altogether a matter of opinion, and opinions, fortunately, have a way 
of changing. Perhaps I can best make my point by an illustration with which you 
are all familiar If 25 vears ago a physician was to order a chest X-ray of each 
of his patients regardless of any outward symptoms of disease, he would have 


faced the 1 of bei accused of performing unnecessarily costly services 
Today, in the city of Pittshburgh—and in many other cities—dozens of mobile 
X-riv units are parked on the main streets of the city and on the grounds of steel 
mi indiscriminately taking chest X-rays of every person who is interested in 
his health. The newspapers, radio, and television carry pleas to all the citizenry 
to take advantage of this free service. Is the universal and indiscriminate chest 
X-ray an abuse?’ I think all in this audience will agree that it is not 

The members of the United Steelworkers of America have demanded, and are 
continually demanding, a social insurance program which includes diagnostic 





and preventive care. In California many of our members already receive such 
care thro the Permanente health plan. Such benefits are also available in 
New York City through the health insurance plan of that city. Shall we be 


forced to say that such care cannot be provided through any plan which en 
deavors to provide these services through private physicians? 

I have previously alluded to certain costs which may he considered as reason 
able and necessary and to others which I consider unjustified. Some costs under 
our present Blue Cross and Blue Shield plans have necessarily risen in the past 
4 vears. I recognize that some of these costs must continue to rise. I refer to 
those costs, for example, which have risen because of completely justified wage 


and salary inereases to hospital personnel In my opinion even more must be 
(lone along these lines to bring the wages and salaries of hospital employees more 
closely in line with community wage levels. Similarly I feel that increase in 
physicians’ remuneration through increased surgical and other fee schedules 
have been largely justified by the inflation which has affected both medical prac- 
titioners and their patients 

But certain increases in costs have come about, which in my opinion are alto- 
gether unjustified. In some hospitals, anesthetists, who were on hospital staffs 
have severed their staff relationship with the hospital and have begun to charge 
fees for their services. This results only in an increase of the cost to our indi 
vidual member. Any changes in traditional methods of providing hospital serv- 
ices, for the exclusive purpose of charging fees where none was charged before, 
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can only be considered as an effort to undermine prepayment plans dt 
the public for unjustified additional charges 

I will deal later at greater length t} me of our Blue Shield prob b 
in discussing costs I should poi out that i sad indeed for a prepayment ] 
which never succeeds in prepaying As you iv have guessed, I refer, of co 
to the totally unwarranted assumption of some physicians that Blue Shield is not 
really a prepaid medical insurance plan, bu s really a plateau on whicl 
physician is entitled to pyramid his charges 

We, in the United Steelworkers of America believe a true prepaid hospit 
medical plan Is One Wilk h provide for the ac re OLlLectLlo It prem 1s 
establish a fund from which is paid participants’ bi in fu for the hnge of 
services covered by the pla Any time a hospital or surgical bi Ss only li 
part, I am forcefully reminded by the atiected perso hat he thougl | 
we had negotiated ere supposed to cover ] b Ile is nterested in ex 
cuses, theories, or difficulties He wants to have prepaid he spit nd n 
plan as I have defined it, and furthermore, I believe |] s entitled to it 

In the 4 years that have elaps ( first agreed t ccept the N 
Blue Cross 70-day steel plan, I | e le more « inced than ever t tl 
special blue Cross arrangement i hie l rw pore aing | I 
benefits for our members and their familie | iformity of b 
steelworkers, regardless otf here they e or worl earl ig f 
ward It would be impossible to re ! yn svete e] led 
benefits in different locations \ eovel t is ( bie t { be de 
sirable to mainta more than one Blue Cross 1 i 1 com hi i | 
talking about the duty of Blue Cro in re u ( f the 
to meet the cost of a « ipletely rehet 

In this connection, Tam inform ‘ | ( i eithe f 
provide the benefits of the nation O-d ! eC! er l 
do so Some steelworkers in Massacl elts : ( this fa \ ‘ 
had been required to pay large bills because the ade the 1 e of } 
mitted to Connecticut hospitals Even more bing is t tu ! 
Jersey where we are unable to put the national 70-day er I Ml 
of our members in New Jersey are « es \ | 
tionally in the steel plan It iry t eSe ( i 
mentary cash payments, from o ( e Stiute he d 
is provided by the New Jersey plat l wl be« eg I 

nt t unde roplar Cer v the ! ‘ 

Now permit me to say a few words on so ( ( ms oO r 
present steel plan is deficient and which we believe must im] (d 

I st, and foremost, we see no 1 son wi any sel S provi Z 
hospitals, for which patients are billed hould be ex uded om our nat 
The only poss b e tion ft t rule 1 geht he navme f< hlood 
which normally are paid for by replenishment of the loeal blood ba % ! 
present exctusions, as for e treatment of insa S hy ol 
the theory that since such treatin is offered without charge by govern tal 
institutions, it ould not be paid for wl { provided in a genet hosnit 
I am personally familiar with the case of steelworker wl was | 
St. Francis Hospital in Pittsburgh for the treatment of a mental di dey \t 
the time of his admission he was not considered it rable, and expensive t 
peutic treatment was administered This treatment was no mo! eXiM ve 
than that which might have been given for a score of other disease vet 
was required to pay his own bills In my opinion, a mental or ne ‘ disorder 
treated in a general hospital, is no different from an insurance viewpoint f n 
any other ailment treated in the same institution 

I have received many legitimate complaints rega nt 10-d mit 
on maternity care IT am aware that by far most maternity confinements do not 
last for even as much as 10 days But that is hardly any consolation to the wu 
fortunate patient who is required for perfectly legitim: reasons to remain it 
the hospital for more than 10 days. In addition some women must be admitted 
to hospitals several times during pregnancy because of complications Such 
patients very often have received 10 days of care, months before the date of 


' 


delivery. We cannot treat such instances as an effort by participants to per 
versely demand more than they are entitled to. It is necessary that our program 
should be modified so as to provide a more generous schedule of maternity 
benefits. 


39087—54—pt. 6 32 
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The present provisions regarding the number of days of paid hospital care and 
the 90-day waiting period after a 70-day confinement are also unnecessarily re- 
strictive. An extension of these benefits could be affected at but a trifling pre- 
mium cost, and it should be done, 

Many participants have complained because the national plan provides only 
$6 a day toward the cost of a private room. In many hospitals semiprivate 
accommodations cost more than twice this figure. I believe it only fair that if a 
patient is entitled to semiprivate accomodations he should be entitled to the 
cost of such accommodations toward the payment of a private room. 

Sometimes the effort to reduce premium charges by restricting services has the 
op} osite effect from what was intended. Such is the case on the limitation in the 
national steel plan which restricts out-patient care to emergency cases only. 
This burdensome restriction has encouraged physicians to edmit patients into 
hospitals for overnight stays when only minor surgery was involved. Both the 
patient and Blue Cross would benefit if out-patient care for minor surgery or 
other procedures were permitted by the national plan. 

If the plight of those who are actively at work is serious, how much more 
serious is the situation of those of our retired workers who attempt to meet 
the heavy medical care costs of old age out of their meager resources. It is 
true that retired workers may now convert their national steel plan coverage 
to local Blue Cross and Blue Shield coverage, but unfortunately many retired 
workers receive totally inadequate coverage under these local plans or they are 
altogether financially unable to meet their premium payments. The ony prac- 
tical solution for this probiem is to continue the coverage of retired workers 
under the complete hospital and medical care program to which active workers 
are entitled. And it goes without saying, of course, that this coverage must be 
provided by the employer without cost to the retired employee. 

Although we have achieved a large measure of uniform hospitalization service 
benefits for steelworkers throughout the United States, we have not yet achieved 
the same thing for them in regard to surgical benefits. The value of the surgical 
benefits provided to the members of our union in California are probably half 
of what they are toa member in New York. 

I am in favor of fair, and even generous, fees for surgeons and physicians. 
But it is impossible to explain satisfactorily to me or to members of our organiza- 
tion, why identical surgical procedures should cost our members different 
amounts not only in different parts of the United States, but even in the same 
community. 

The confusion regarding the fees charged for surgery is further confounded 
when our members realize that they all pay the same premium charge for their 
Blue Shield coverage. If there is anything to the theory that a physician may 
charge an employee who makes, say $2.25 an hour an additional fee beyond that 
provided in the Blue Shield schedule, why shouldn't that physician receive only 
a percentage of the schedule for an employee earning only $1.65 an hour? 

In a recent article in the magazine, Medical Economics, I read a report which 
showed that only 74 percent of bills were collected in 1935, while in 1952, 85 
percent of bills were collected. This to me, means that the average physician 
is considerably better off when he receives 100 percent of his fees through the 
Blue Shield. But when a physician who is already collecting on 100 percent 
of his bills insists on making additional charges beyond those provided by the 
Blue Shield schedule, we believe that we are being treated unfairly. 

I believe the present method for charging fees for surgical procedures is 
illogical and unworkable. It does not operate fairly for the patient and is a 
major reason why our present system of fee-for-service is under attack from 
many quarters. 

I believe it is possible to work out a fee schedule which will provide a fair 
and reasonable remuneration and which will be supported by reasonable premium 
payments. In all seriousness I say that this is a proposal which cannot be 
disregarded by the medical profession and the Blue Shield. 

I firmly believe in a system which allows for freedom of choice by a patient 
from among different physicians. I also believe that a system of prepayment is 
the only way that workers can be provided with proper medical care, and the 
medical profession with proper remuneration. These two principles can be the 
basis for a nationwide Blue Shield program of service benefits which will best 
serve the interests of both patients and physicians. 

In 1949 there were many reasons why the United Steelworkers of America 
chose Blue Cross and Blue Shield. The simplicity of operation and the direct 
contact made possible by your arrangement, were important features. The fact 
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that yours is a nonprofit operation which shares, to a great extent, our own 
desire to provide the greatest good for the greatest number was undoubtedly a 
factor. Extremely important was the fact, that we established the national 
70-day steel plan that provided uniform benefits for steelworkers throughout 
the Nation. 

But most important of all was the fact that Blue Cross benefits were expressed 
in terms of hospital service rater than in cash indemnity. We are convinced 
that health care cannot be translated into fixed dollar values. And when the 
financial condition of our insurance funds permitted the addition of Blue Shield 
surgical coverage, we were again influenced by the service possibilities of that 
program. ‘Together, Blue Cross and Blue Shield offered the best available pro- 
tection against the cost of health care for workers in the steel industry. 

It is not my desire, nor the desire of the United Steelworkers of America, 
to change the pattern of medical practice in our country. The great and grow- 
ing demand of steelworkers, and of all workers, for comprehensive prepayment 
medical programs gives the medical profession and your organizations the chance 
to demonstrate the kind of leadership the world today seeks from the United 
States. Yours is the opportunity to develop within the framework of private 
practice and freedum of choice for the patient, a method by which the burden- 
some costs of medical care may be met through privately organized prepayment 
plans. 

We are determined to fight on until the goal of complete security, medical 
and otherwise, is achieved for the workers of American industry. Until now, 
the results of our experience together have given us great encouragement. If 
your organizations rise to the challenge, we are willing to go forward with 
you. 

Mr. Ane. Quoting from the address, President McDonald said: 

We, in the United Steelworkers of America believe a true prepaid hospital 
and medical plan is one which provides for the advance collection of premiums 
to establish a fund from which is paid participants’ bills in full, for the ranve of 
services covered by the plan. Any time a hospital or surgical bill is only paid in 
part, I am forcefully reminded by the affected person that he thought the plans 
we had negotiated were supposed to cover his bill. He is not interested in ex- 
cuses, theories, or difficulties. He wants to have a prepaid hospital and medical 
plan as I have defined it, and furthermore, I believe he is entitled to it. 

We believe we are entirely justified in calling for an overall program 
which will provide early diagnostic and preventive medical care, 
payment of all medical, dental, drug, and appliance bills, the payment 
of all hospital bills; substantially increased life insurance and sick 
and accident benefits; realistic pension benefits for the aged and the 
permanently disabled; a program of medical care for the retired and 
unemployed ; and the development of a rehabilitation program for the 
disabled, among other things. 

In May 1954, we intend to open contract negotiations with the em- 
ployers to achieve these justifiable improvements. 

As a preliminary step in this direction we are already in the process 
of conducting our own independent survey of our experiences in this 
field throughout the various companies w ith which we have collective- 
bargaining agreements. In addition, we are engaged in joint studies 
with the major steel producers in order that both parties can be prop- 
erly informed, so that intelligent and constructive improvements in 
insurance and pensions can be formulated for consideration in our 
forthcoming collective-bargaining conferences. 

In seeking to achieve these aims, I regret to say that a chief stum- 
bling block, even more than industry, is the medical profession itself, 
which is one of the principal financial beneficiaries of our program. 

Our efforts to secure the assistance of the medical profession in the 
development of a program of prepaid medical care have been com- 
pletely unsuccessful. In his speech, to which I have already re- 
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ferred, Mr. David J. McDonald extended the following invitation to 
the medical profession ; 

It is not my desire, nor the desire of the United Steelworkers of America, to 
change the pattern of medical practice in our country The great and growing 
demand of steelworkers, and of all workers, for comprehensive prepayment medi 
cal programs gives the medical profession and your organizations the chance to 
demonstrate the kind of leadership the world today seeks from the United 
States Yours the opportunity to develop within the framework of private 
practice and freedom of choice for the patient, a method by which the burdensome 
costs of medical care may be met through privately organized prepayment 
plans 

To this date our only reply has been a deafening silence. 

In conclusion, the social-insurance programs of the United Steel- 
workers of America and of other unions have helped to remove the 
burden of large medical bills from many millions of persons and have 
brought medical and hospital care to many who could not previously 
individually meet the great costs involved. 

[ feel confident that we shall make further progress toward the 
goal of fully prepaid medical and hospital care for our members in our 
forthcoming negotiations. 

Notwithstandn or the progress which has and will be made, there 
reall many areas in which progress cannot be made by private ef- 


forts. Until the Federal Government takes necessary and appropri- 


ute measures many millions of Americans will go without necessary 
inedical care. 

There are many groups in America who cannot participate in pri- 
vate medical and hospitalization care programs because it is beyond 
their means or because such plans are not made available to them at 
all. People living in rural areas, the indigent, the unemployed, and 
persons retired are large groups to whom proper and necessary medical 
care is often denied because no medical or hospital plans are available 
to them. 

When our sixth constitutional convention met in May 1952, there 
was available a Senate Subcommittee on Health report which revealed 
that in 1949 less than 8 percent of the Nation’s $9 to $10 billion annual 
medical care bill was met by voluntary health insurance. 

At that time only half the American people had some protection 
against some part of their medical bill. No doubt some improvement 
has been made in this picture since then, primarily through union nego- 
tiated health and welfare plans. 

Qur convention urged that Federal insurance be established for 
older pensioned persons, that expanded Federal aid be given to medical 
research and to State and local health units. We also recognized that 
the tremendous cost of educating medical doctors and nurses will con- 
tinue to prevent any improvement in the present serious shortages 
until Federal aid is given to medical and nursing education. 

The convention asked that more generous aid be given for the con- 
struction of hospitals and other medical-care facilities. It also sup- 
ported Federal aid for maternal and child-health care, for preventive 
and medical treatment services, and for a mental health program. 

The health needs of Americans must be recognized as a social prob- 
lem requiring appropriate Federal action. As millions of Americans 
retire on inadequate social-security benefits the problems of the older 
citizens become more serious as the years go by. The medical plight 
of the unemployed is doubly aggravated when high prices press on 
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low unemployment compensation benefits. This is neither a Demo- 
cratic nor a Republican problem. It is a problem for all Americans 
and for their Government. 

We are proud of the progress we have made. We do not believe we 
have reached the millenium in this field. We plan to make substan- 
tial improvements in our negotiations this year. We intend to cooper- 
ate with any private organization interested in this subject of health 
care. We, steelworkers, and, I am sure, others even less fortunate, 
will be grateful to the members of this committee and the Members 
of Congress for any substatial assistance the Federal Government 
may provide to supplement our own efforts. 

Mr. Chairman, on behalf of the United Steelworkers, I want to ex- 
press to you and the members of the committee our appreciation for 
this opportunity to present to you some of our experiences, some of our 
hopes, and perhaps aspirations. 

I thank you. 

The CHamman. Well, as I have already said we appreciate your 
presence here this morning, as not only an indication of your interest 
in the subject but with the realization that support from such a vast 
number of our citizens, as represented by your organization, can prove 
very bene - ial in making certain that there is some program _— ided. 

Now, if you wish, you may have inserted in the record, as part of 
eo rem: idee this article entitled “Health ¢ Care Objectives” | v David 

McDonald, president of the United Steelworkers of America. 

I have looked through this pamphlet. And I am certain that it con- 
tains some very important observations and information. I think if 
would be help ful if it were made a part of the hearings. 

Mr. Ape... That, sir, is the speech that President McDonald made 

Florida last ora and to which I made reference and asked per 
mission of the committee to insert as an exihibit. 

The CuatrmMan. Then it is already in the record of the committee, 
and it will be there for the consideration of the members of the 
committee. 

Are there any questions you wish to ask Mr. Abel’ If so, now 
would be the proper time to do so. 

Mr. Youncer. I just have one question, Mr. Abel. You point out 
the deficiencies of the priv: ite insurance pees mn giving the coverage 
that should be given. In your opinion woul | it be wise for the Fed- 
eral Government to reinsure « companies of that type / 

Mr. Aner. Just how do vou mean, to reinsure them with the pro- 
viso that they provide our membership with further benefits, or more 
adequate benefits 

Mr. Youncer. Should they have reinsurance, and if so should the 
Government insist on a broadening of their coverage, and some super- 
vision as to the fine print in their policies ? 

Mr. Anev. Well, I am not prepared, sir, to get into the details of 
that. I am not quite posted on it to give an opinion there on it. I 
would rather not go into the details. I suppose some of our other 
people during the course of the testimony today will direct their 
testimony to that particular phase of the program. 

Mr. Youncer. That is all, Mr. Abel. 

The Cramman. Are there any further questions, gentlemen? (If 
not, we thank you again, Mr. Abel. for your appearance and for the 
very able statement you have made to the committee. 
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Mr. Epretman. Our next witness will be Mr. Joseph W. Childs of the 
United Rubber Workers of the CIO. Mr. Childs will be accompanied 
by his technical advisers who will assist in answering any questions 
that the committee may wish to address to them. 

The Cuatrman. Mr. Childs is vice president of the United Rubber 
Workers of America. Mr. Childs worked practically all of his life 
in the rubber industry. He served as a member of the Akron City 
Council for 1 term of 2 years. During that time, he was on three com- 
mittees—welfare, finance, and general health and sanitation. He also 
served as executive member of the War Labor Board and as executive 
board member of the National Committee Council of the Community 
Chest of Americans, Ine. 

Mr. Childs is now vice president of the United Rubber Workers of 
America and a member of the executive board of the Congress of 
Industrial Organizations. 

Mr. Childs, you may proceed. 


STATEMENT OF JOSEPH W. CHILDS, VICE PRESIDENT OF THE 
UNITED RUBBER, CORK, LINOLEUM, AND PLASTIC WORKERS OF 
AMERICA, CIO 


Mr. Cunps. Mr. Chairman and members of the committee, my name 
is Joseph W. Childs. I am vice president of the United Rubber, Cork, 
Linoleum, and Plastic Workers of America, CIO. Our organization 
is the collective-bargaining agent for approximately 200,000 people in 
the rubber and several allied industries. These workers are organ- 
ized into 330 locals in 32 States and 2 Provinces of Canada. 

I want to express my appreciation to the committee for the oppor- 
tunity to present the views of our organization on voluntary health 
programs. We feel this is a subject of great importance, not only to 
the workers who are represented by our organization, but to all 
citizens. 

We have been dealing with the problem of voluntary health protec- 

tion for a number of years. It is our hope that the experience which 

I will relate to the committee will help in formulating legislation that 
will contribute to a fuller and more adequate program ‘of volunts ary 
health protection for all Americans. 

Before April of 1953, the vast majority of our members were covered 
by health programs which provided for the payment of $7 to $9 a day 
for a hospital room for 31 days; $70 to $90 for miscellaneous hospital 
expenses, and a maximum of $150 in surgical benefits. These programs 
were financed, for the most part, by the employees. 

For years, we had recognized that these benefits were far too meager 
to provide adequate protection against hospital and surgical bills. 
In our negotiations from 1947 on, we stressed improving hospital and 
medical protection. 

On the basis of spot checks, we found the hospitalization insurance, 
at best, covered only 50 percent of the bill. Also, surgical benefits 
covered approximately 60 percent of surgical charges. 

Need for higher wages, pensions, and the improvement of other 
economic conditions absorbed the total money settlements we were able 
to win from 1947 to 1952. Thousands of our members who had ex- 
periences with the inadequacies of health programs urged the nego- 
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tiating teams in 1953 to emphasize substantial improvement in the 
hospital and medical insurance programs. 

In ae of 1953, we won an entirely new program from the United 
States Rubber Co. on hospital and surgical coverage. That company 
was not obligated to bargain on these issues at that particular time. 
We had an agreement that ran until 1955, but we attempted and did 
impress upon ‘the United States Rubber Co. the need of improvement 
in the type of programs which our people had. That is the type of 
medical and surgical programs. It is to its credit that it voluntarily 
negotiated improvement in these programs. 

Under the agreement reached, all employees and their dependents 
receive 120 days of hospital care in a semiprivate room plus full pay- 
ment of all hospital charges. A second part of the program provides 
for a $3 allowance for medical visits while an employee or his de- 
pendent is confined to a hospital. A surgical schedule was adopted 
providing for a maximum-fee allowance of $250. The surgical 
schedule was arrived at through a study of the surgical scheduies 
which medical societies in 27 States have adopted under Blue Shield 
arrangements. ‘These are accepted as full-payment schedules for in- 
dividuals within certain income brackets. The full cost of this pro- 
tection was underwritten by the United States Rubber Co. 

Generally, this program was the pattern for the other rubber com- 
panies with whom we bargained during the remaining months of 1953. 

In summary, coverage for hospit: lization, surgical, and medical ex- 
penses for our organization is as follows: 

(a) 135,000 employees in the rubber and allied industries in the 
United States now have insurance which provides semipriv: ite room 
accommodations for 120 days, a $250 surgical schedule, and $3 daily 
in-hospital medical-visit program. The total number of people cov- 
ered by this program amounts to approximately 450,000 when the 
number of dependents are included. 

(6) The remaining members of our organization, in almost every 
case, do have some form of hospital, surgical, and medical protection, 
For this group, protection still is far from adequate. As contracts 
covering these members reopen, we will attempt to negotiate the same 
program we have gained for about 70 percent of our members. 

(c) Approximately 100,000 of the group that I have outlined also 
receive up to $70 for X-rays outside of a hospital for diagnostic 
purposes. 

The cost of the program covering the 135,000 workers and their 
families comes to about $8.50 per employee per month, or approxi- 
mately $100 per employee per year. In other words, the rubber com- 
panies which have placed this program into effect are paying approxi- 
mately $13.5 million annually for the protection for employees and 
their dependents. 

The cost of the protection of those members who have the less ade- 
quate type of program is naturally far smaller. Overall, the average 
cost for the more limited programs amounts to about $40 to $50 per 
employee per year. 

We are very proud of these full hospitalization and surgical pro- 
grams. We recognize that they do not cover serious medical expenses, 
especially when an employee is not confined to a hospital. If an em- 
ployee were hospitalized, our programs would cover expenses no mat- 
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ter how high, for 120 days. Beyond that period, unless an employee 
had a complete recovery, and was later readmitted, he would receive 
no further benefits from our programs. 

[ would like to say one word at this time, and I will elaborate further 
on it in my statement, that the emphasis on protection against major 
medical and surgical expenses, we feel, is somewhat misplac ‘ed. Many 
such expenses arise from illnesses and diseases which, if detected in 
their early stages, would not have the chance to develop into serious 
cases. I am thinking especially of the early detection of such diseases 
as cancer, diabetes, heart conditions, and other such chronic illnesses. 
Money spent for insurance against major medical and surgical ex- 
penses is money spent to cure a condition that might have been pre- 
vented if diagnostic care were available. 

In most of the forms of such catastrophe insurance which TI have 
seen, the insurance companies have insisted that the individual pay 
a percentage of the total bill. Even where the percentage seems 
small, for example 25 percent, the burden upon the individual becomes 
far too severe when the total bill runs into the thousands. 

But even if this aspect of the insurance could be remedied, it still 
seems to us that a more sensible use of the money needed for catas- 
trophe insurance would be for a well-integrated health program 
including early diagnost ic care. 

Relationships with doctors and hospitals have not been good. In 
Akron there are about 50,000 rubber workers, who, with their families, 
make up a group of somewhat over 150,000 persons out of a total 
population of about 275,000. We have had a number of meetings 
with the medical society there. All attempts to come to an agree- 
ment with the executive council of that society on a surgical schedule 
which would be accepted as a full-payment schedule failed. 

We were willing to have surgical allowances paid directly to the 
doctors if the doctors were willing to accept the fees as full payment 
for services performed. I would like to say here that in the major 
negotiations in 1953, our bargaining teams left it up to the individuals 
as to whether or not he would assign the direct payment to the hos- 
pital and to the doctors. In most cases, I believe that the individual 
has elected to make the direct payment to the doctors and to the hos- 
pitals. You will note that in an early part of my statement I men- 
tioned that the $250 surgical-fee sc ‘hedule we developed during our 
negotiations was as high or higher than those schedules accepted 
as full payment by doctors in 27 other States for persons within certain 
income brackets. Unfortunately, the Ohio State Medical Associa- 
tion has consistently refused to adopt any such schedule. 

Under our programs, workers are permitted to choose any surgeon, 
We know that a number of surgeons are charging no more than is 
specified in the schedule. On the other hand, just as under the $150 
schedules, and the $200 schedules, there is a large ma jority of surgeons 
who now charge over and above the amount provided by the $250 
coverage. It is admitted that the schedules we have negotiated just 
recently have served merely as a floor from which charges were made. 
Thus, increasing the surgical allowances has not benefited the em- 
ployee concerned. In other words, a $150 operations schedule left 
an employee with a $25 to $50 doctor bill; a $200 schedule still left 
a $25 to $50 bill. We now find the $250 surgical schedule still falls 
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short by upward of $25. Even in some localities where a $300 sched 
ule was effected, doctor bills are oreater than the schedule provides. 

Apparently, what we have been doing in the past several years by 
ine reasing surgical- fee allow: ances is ri Visine medical incomes and not 
increasing protection for our members. 

We recognize that this has important Implications for those in the 
community who do not have insurance against surgical expenses. 

In contrast, we are encouraged by those medical societies 
are revamping their practices. They are adopting service programs, 
both for operations and in a number of cases, for home and office visits. 

We are also impressed and encouremed by what physicians In 
Canada have agreed t Oo do. The Goodve iw Tire & Rubber C0.. In 
Canada, where we re present the employees, has just agreed to a new 
type of health program incorporating some of the improvements 1] 
have discussed above. Interestingly enough, the Ontario medical 
gocieties have formed an organization known as the Physicians’ 
Service, Ine.. a nonprofit, provincewide organization, as a method 
of bringing medical, surgical, and obstetrical service to the people 
of the Province on a low-cost, monthly prepayment basis.” 

In short, the doctors in Ontario have agreed to a complete service 
plan. Under this ere for a fixed monthly premium the indi 
vidual can merely present his identification card to any participating 
medical practi itioner, who then sends = statement dl rectly to P hys 
cians’ Service, Inc. Benefits under that program are very compire 
hensive, indeed. They include the beet services of a doctor in 
the otlice, home, or hospit: al: they include diagonsis: medical care 
for illness: consulation; all surgical operations, and a wide variety 
of other medical care. 

Under our health programs, most of which are written with insur 
ance companies, money for hospital expenses may be paid directly 
to the patient. Experience has shown that most members as ion 
the benefits to the hospital directly. 

There have been a number of problems in our relationships with 
the hospitals. In Akron there is not one single representative from 
labor on any of the hospital boards of trustees. These boards exer- 
cise all policymaking decisions, and yet the largest group for whom 
they make such decisions have no representation. 

We recognize that gaining represent: ition on hospital boards is our 
problem, but we wi uld like to note the freezing out of labor re pre 
sentation that has taken place in the Akron area as typical of the 
attitude we have encountered on the part of many hospitals in most 
communities where we have members. 

Another aspect of hospitalization coverage which is quite disturb- 
ing to us is the constant increase in hospital charges. Though our 
members are now insured full payment for a semiprivate room and 
all other expenses incurred while in the hospital, we still feel a strong 
responsibility to the community in seeing to it that hospital charges 
are kept reasonable for everyone. 

In the past, as hospital rates were increased, workers were required 
to purchase additional insurance to help cover their hospital bills. 
I might say that even with this comprehensive type of insurance 
program which we have negotiated in our industry, we find that 
many of our members and many of the employees in the industry 
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are still carrying additional hospital or insurance programs in order 
to try to take care of the more drastic type of cases with which they 
are troubled from time to time. 

The underwriters of this hospital insurance, both private com- 
panies and Blue Cross, were unable and/or unwilling to check this 
upward spiraling of room rates. 

Actually, higher room rates meant higher premiums and thus higher 
total income for the carriers. 

I have been told that what has been happening to hospital rates 
in Akron is not unusual. In the four main hospitals semiprivate 
room rates have increased tremendously. In April 1949 the average 
semiprivate room charge was $9 to $10 a day. Today the semi- 
private rooms average from $15.50 to $18 a day. Thus, in less than 
5 years semiprivate rooms in Akron have increased a minimum of 
55 percent, and in some cases as much as 100 percent. 

I would like to add, too, that the word “semiprivate” seems to 
have lost its true meaning, because we find that semiprivate rooms 
are passed off on the basis of 3 and 4 beds to a room. 

Even taking the comparison with early 1951, the increase has been 
quite substantial. At that time semiprivate rooms ranged from $12.50 
to a high of $14.50. The January 1954 rates show an increase of a 
minimum of 10 to 25 percent. Comparable figures for increases 
in ward and private-room accommodations can also be cited. 

In the following short table, which we have listed here, we have 
shown the increase in the rates for hospital rooms in the Akron area 
from April 1949 to January 1954: 


{kron hospital room rates from April 1949 to January 1954 


Ward Semiprivate Private 


Children’s Hospital 


April 19°9 $8. 00 $9. 50 $11. 50-$13. 00 

March 1951 12. 50 14.00 17. 50-— 19.00 

January 1951 14. 00 15. 50 20. 50 
Peoples Hos ital 

April 1919 7.00 10. 00 11. 00- 14. 50 

April 1951 9. 50 12. 50 14. 00- 17.00 

January 1954 12. 50 15. 50 16. 00- 24.00 
City Hospital 

April 1949 7. 50 10. 50 16. 00 

January 1951 10. 50 14.00 19. 00 

January 1954 14. 00 7. 00 20. 00 
St. Thomas Hospital 

April 19°9 7. 25 9. 00 11.00 

August 1951 12. 00 12. 00 15. 50 

January 1954. 14. 00 18. 00 22. 00 






We recognize that some of these increases are made necessary by 
factors over which the hospitals have no control. On the other hand, 
we cannot but wonder when we see hospitals substantially increasing 
their-rates for certain services immediately after such services have 
been covered by newly written insurance programs. In Akron, in 

1948, there was a nursery charge of $1 a day for the newborn baby. 
In the early part of 1951 that fee was raised to $3. Shortly there- 
after, the Blue Cross hospitalization programs were in process of 
being revised to cover nursery care, effective September 1, 1951. 
Within a few months of that announced change on the part of Blue 
Cross coverage, nursery-care rates were raised to $5 a day, and by the 
end of 1952, they were raised still further to $7 a di Ly. 
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Similarly, as more and more people were covered by more compre- 
hensive programs, as the table on hospital charges indicates, rates 
continued to move up. Perhaps this was merely coincidence, but there 
is a growing feeling among many of our members that any increase 
in hospital benefits merely results shortly thereafter in an increase 
in hospital rates. 

Besides the actual room rate that is charged, a look should also be 
taken at the miscellaneous charges. In Akron, for example, we found 
that where the daily hospital room rates were somewhat lower in one 
hospital as compared to another, the miscellaneous “ee for drugs, 
etc., were somewhat higher. The total charges made by the hospitals 
per day were very, very similar, comparing one hospital to another 
even though the daily room charges might have var ied. We were for- 
tunate to get such data from one of the largest hospitalization pro- 
grams in effect in the Akron area, which had received from all the 
hospitals information on both the average daily room rates as well 
as the average daily hospital charges over and above the room rate. 

Accurate cost tigures of hospital administration are not published 
by Akron area hospitals, though these organizations are, in a sense, 
community bodies. They are all supposedly nonprofit organizations 
and, in theory, at least, devoted to serving the needs of the citize ns. 
However, a few years ago, the head of one of the largest groups i 
the Akron area covered by hospitalization insurance had this to - 
about the way hospitals were being run: 

Hospitals have continued to take advantage of the changes we have made in 
our benefit programs for people who are hospitalized. The hospitals have lost 
the common touch they once had. They have lost the main purpose for which 
they were once organized. Instead of being organizations of mercy dedicated 
to helping the people of the community they have, more and more, turned their 
attention to becoming high profitmaking institutions. 

Certainly, it is not too much to expect that hospitals have their records 
audited and made public so that the community can have any doubts 
cleared concerning financial aspects of hospital administration. 

From our experience, we are convinced there are some major weak- 
nesses in voluntary health programs as they now exist. 

Perhaps the biggest failing in these programs is that they do not 
cover most medical expenses. At present poureants for either home 
or office medical visits is either not available or is far too expensive. 

We know that our program, advanced as it i a ys only 50 percent 
of our members’ medical bills. 

No program which does not permit rather extensive diagnostic and 
preventive medical treatment can meet the major medical expenses 
that an individual is sure to incur. 

A typical example of some outpatient care and therapy came to 
our attention recently. There are 30 treatments required in this 
vancer case which are then stopped for 30 days, and then another 
series of 30 treatments is needed. The cost of each series of 30 treat- 
ments is $250. Thus, within the 3-month period, this member of our 
union will be faced with a $500 medical bill which in no way is cov- 
ered by our programs. This is the more spectacular kind of expense. 
There are the countless small items of office visits and home calls for 
a worker and his family which amount up to considerable sums each 
year. 
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Continuity of coverage after employees have been separated from 
the company is another problem faced in voluntary health insurance. 
In the past vear, 20,000 rubber workers lost their jobs. Many of these 
workers had protection against hospital and medical expenses under 
our programs. After a short period of layoff, their health insurance 
ended. ‘To be protected, they are compelled to buy individual hospital 
and medical insurance for themselves and their families on an indi 
vidual policy basis, which is far more expensive than under the group 
arrangements, Much the same holds true for thousands of workers 
who retire each vear from American industry. 

I might say here, too, that we did attempt, during our negotiations 
last vear, to extend the period of time that a worker could be laid off 
and still be covered by the insurance programs which we had negoti- 
ated for the workers in the in lustry. We were successful to have 
that time extended by approximately 30 days in some instances. 

Also, insofar as the retired employees are concerned, we did attempt 
to negotiate and in most cases we were unsuccessful in having the 
hospitalization program continued to cover the retired worker and 
have the premium paid by the employer. In some cases, it was permis- 
sible to have the individual continue carrying the insurance program 
prov ided he paid the premium. 

Under voluntary health programs there is practically no control 
over hospital rates. These rates have been soaring upward rapidly 

nee 1946. In order for a worker to maintain the same degree of 
protect lon. he ] compelled to pay larger premiums each time hospital 
rates are increased. 

Much of what I have noted above with respect to hospital charges 
holds true for doctors’ fees. Under voluntary health programs now 
in effect, unless doctors have agreed to service schedules, experience 
has shown that their fees have increased sharply which has again 
caused people to pay greater premiums without receiy Ing the benefits 
of additional protection. 

The constan upward adjustments of both hospital rates and health- 
insurance premiums is particularly harmful to those persons on fixed 
incomes. Moreover, as hospital charges and premiums have increased, 
those who are not covered are harmed to a far greater degree than 
those with some coverage. 

Another glaring fault in voluntary health programs is the reluc- 
tance of private carriers to write service plan protection. It is our 
information that the coverage offered in the URW health program is 
among the first such underwritten by private carriers. 

I might say that both the companies : and our unions had considerable 
trouble or at least it required a considerable period of time and much 
argument and negotiating with the insurance companies to get them 
tocarry the comprehensive type of programs which we were aiming at. 

We have been very impressed by what some organizations have been 
able to do in the way of providing health care on a completely 
integrated basis. A complete health plan is operated by the Endi- 
cott-Johnson Co. in Binghamton, Johnson City, and Endicott, N. Y. 
A mention of this program in the book, Doctors, People, and Govern- 
ment by Dr. James Howard Means, points to a cost to the company 
for a complete health service for the year 1950 of $116.80 per worker. 
There are no restrictions as to the kind of disease or types of service 
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that is provided. All the people covered by the program, approxi- 
mately 50,000, are treated for any and all types of illnesses. (Refer 
ence made to pp. 182 and 133 of the book quoted above. ) 

A somewhat similar type program is operated on the west coast 
by the Kaiser Foundation health program. I note in the New York 
Times’ report of January 12, 1954, on Mr, Kaiser's ey before 
this committee that he put forth in some detail the benefits under 
that program. Basically, those programs are similar to the ones 
we have negotiated most recently, with the important addition that 
all workers have complete outpatient care and that all bills are paid in 
full, both hospitalization and medical. 

It is interesting to note that the cost per year for an average group 
of employed workers would come to somewhat less than a $100 a year. 
I am sure comparable figures might be advanced for other eroups 
that have similar programs throughout the country. ; 

What impresses us is that the rubber companies are also spending 
approximately $100 per year per employee. The rubber companies 
coverage is definitely limited to hospitalization, surgical, and in 
hospital medical expenses. Might not these sums of money be sufli 
client to support a well-integrated health program if organized along 
the lines of some of the successful integrated plans, such as the Kaiser 
Foundation health plan and other programs. 

At this time those integrated health facilities are not available 
many of the areas in which we have bargaining rights, and in their 
absence we are forced to go along with those voluntary health-prote« 
tion programs which are available. But these other integrated pro 
grams, with comparable costs for far greater service, do serve to throw 
some question on the form, the coverage, and the method of operation 
of the vast majority of the voluntary health programs written by 
insurance companies today. 

These more prevalent types of programs might well look toward 
the integrated health programs, techniques, and administration, and 
seriously consider ways to revise their own programs to provide the 
well-integrated health protection that Americans need and deserve at 
reasonable rates, without incre: ising costs. 

That concludes my statement, Mr. Chairman, and I again thank 
you for this opportunity of being present and making the statement 
which I have just made. 

The Cuatrman. We certainly are appreciative of this very full and 
complete statement which you have presented to us this morning, 
which is based not only upon an expression of views upon your part 
but on conclusions and suggestions you have made based upon an 
experience that your organization has had. 

Any suggestions that come to us from organizations that have 
experience in the matter certainly are of very great help to the 
committee. 

Are there any questions, gentlemen ? 

Mr. Hesevron. Mr. Childs, have you had an opportunity to examine 
the bill introduced by the chairman of this committee in this field? 
Mr. Cuitps. No, sir; 1 did not. I was on the road traveling yester 

day and I did not have that opportunity. 

Mr. Hesevton. There is one provision which authorizes appropria 
tions of $20 million for nonprofit diagnostic or treatment centers, and 
in terms of your presentation I assume that is the type of progress 








1842 HEALTH INQUIRY 





you would like to see made in getting in the prevention of disease. 
Mr. Cuitps. Those are the type of programs which we are inter- 
ested in, sir. I do not know just what the recommendations were, 
which the bill provided for, and we may differ as to the adequacy of 
the bill. 

Mr. Hesevron. I understood you to say in the course of your state- 
ment that your program was worked out with insurance companies? 

Mr. Cnrinps. Yes, sir. 

Mr. Hesriron. By that, vou mean the line insurance companies and 
not the Blue Cross and Blue Shield ? 

Mr. Critps. That is correct for the most part. However, the 
United States Rubber program is the Blue Cross program including 
only the hospitalization. It is just for the hospitalization. The 
surgical coverage was with a private carrier. 

Mr. Hesrevron. Is there any deductible provision in that, where the 
individual pays a certain portion of the initial expense ¢ 
Mr. Cutmtps. We have some programs that do provide for that. 
Mr. Hesrrron. te do you find that works in contrast to those 


















Te do not have a deductible feature ¢ 

Mr. Cutips. We prefer, of course, the type of program which we 
negotiated in the major portions of the industry last year, the com- 
prehensive ro. of program. The more comprehensive type of pro- 






gram was one of the main projects we had in the negotiations this 
past year. It was to provide a comprehensive type of program. We 
felt that the costs were running away from the members of our organ- 
ization. While we recognized that probably we did cover our mem- 
bers insofar as hospitalization is concerned for the 120 days, we 
provided the semiprivate room accommodations and the unlimited 
special services for the 120 days, nevertheless we have a responsibility 
to the community in which we hold membership ‘ad where we are 
the citizens of the community. We feel that it is not the type of 
program which we need in the main. 

Mr. Hesevron. ‘This committee has had testimony in the record, I 
thin k from some of the voluntary plans and the insurance companies, 
to the effect that a deductible feature was regarded as one of the sound 
principles in their opinion in terms of a check against possible abuse 
or overuse of the programs. 

Mr. Cuitps. Well, what we have also done in the programs we have 
negotiated is to provide that admittance to the hospital is only upon 
the recommendation of the doctor, a medical doctor. So, if there is 
any abuse or any misuse of the program, it is by the doctors them- 
selves by admitting patients that need not have been admitted. 

Frankly, we do not subscribe to the theory that there will be an abuse 
of the comprehensive programs. 

Mr. Hrseiron. You have not noticed, or there has not been brought 
to your attention any suggestions that the program did tend to in- 
crease unnecessary care? 

Mr. Cups. It has been brought to our attention that the hospitals, 
using again the Akron area as an example, do not have facilities avail- 
able to take care of the needs of the citizens of the community. 

We had a meeting with the Summit County Medical Society, or the 
medical council, on the 29th day of December. We were told at that 
time by members of this council that they were scheduling operations. 
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The earliest they were able to get their patients in was March 18 at 
that time. That was the 29th of December. That is for surgery, sir. 

Mr. Heserron. I was interested in your comments on the increased 
cost of hospital care. 1am by no means an expert in that field but 
my impression at least in the area with which | am familiar is that 
few, if any, of the hospitals seem to be breaking even. In other words, 
there are recurring appeals to the community and large funds con- 
tributed by individuals. Are there similar drives in the Ohio area 
for voluntary contributions to the hospitals? 

Mr. Cuttps. For hospital expansion, only. 

Mr. Hesevron. Only for expansion ¢ 

Mr. Cuitps. That is, additional beds. 

Mr. Heseiron. And it is not for maintenance ? 

Mr. Cuitps. None at all. And, in fact, the charges I am sure in 
addition to taking care of the actual care also provide for purchase 
of additional equipment. I have been told by the superintendents of 
these hospitals, that the rates charged are sutlicient to enable them to 
purchase additional equipment. 

Mr. Heseiron. Are they nonprofit institutions ? 

Mr. Cups. They are supposed to be. 

Mr. Heseiron. And they are under the supervision of some State 
agence y ¢ 

Mr. Cutips. What is that, sir? 

Mr. atts Is there supervision provided by some State agency, 
the board of public health or something like that ? 

Mr. Cuiips. lam not sure. I understand it is only to a limited ex- 
tent. 

Mr. Hrsevron. As to the financial side, is there any supervision or 
check ? 

Mr. Crips. By the hospital boards. 

Mr. Heseiton. By the hospital boards, but not by a State agency / 

Mr. Cuitps. Not that I know of, sir. I am not familiar with any. 

Mr. Heseiton. That is all. Thank you. 

The Cuarrman. Are there any further questions, gentlemen / 

Mr. Hare. Mr. Childs, some statements on page 11 in your testimony 
prompt me to ask you a few questions. You say “instead of being 
organizations of mercy dedicated to helping the people of the com 
munity, the hospitals more and more turned their attention to becom 
ing high-profit-making institutions.” Do you mean to leave the 
committee with the impression that the hospitals in Akron make large 
profits? 

Mr. Cnitps. I do not mean to leave the committee with the impres- 
sion they make large profits. I have quoted a statement which was 
made to us by a representative of one of the groups with which we 
bargain that had their own hospitalization program. It was a mem 
ber of their staff who was interested in what was occurring in respect 
to hospital charges. 

In this particular group, the company was securing the actu: u costs, 
or the actual charges, the costs of the hospitals and also the charges 
made by the physicians and the surgeons. These were the « bs serva- 
tions made by a staff member of that group. Incidentally, it was a 
company representative. 

Mr. Hate. If there are any hospitals in this country being operated 
at a high rate of profit, I think it would be very interesting for this 
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committee to have that information. I wish that you would bring 
it tous. Certainly, it has not been my experience through my knowl- 
edge of hospitals that they are making high profits. On the contrary, 
most of them are having a most diffic ult time. 

Mr. Cuitps. Well, sir, that was an observation of people that were 
dealing with it and I had been asked a question earlier to the effect 
of whether the hospitals are being subsidized, and I am satisfied that 
they are not. 

Mr. Hate. You are satisfied that the hospitals are not being subsi- 
dized ? 

Mr. Cuixps. That is right, by any other source other than the rates 
that they are actually charging. 

Mr. Hare. Do you mean to give the committee the impression that 
the hospitals in Akron get no community support, no Community 
Chest, no State aid or anything of that kind? 

Mr. Cutrps. They do for patients that are admitted that are not 
able to make payment for the services. The community services in 
Akron do provide for hospital care for those unable to pay. 

Mr. Hare. But at the end of 1 fiscal year, are the hospitals a lon 
way ahead of where they were at the end of the previous fiscal year? 

Mr. Cums. Not only are they ahead, but they have been ahead to 
the extent they have been able to make improvements in their equip- 
ment and to improve the equipment in the hospital generally. They 
have also been able to set aside some reserve. 

Mr. Hare. A hospital is like any industrial plant, is it not? It has 
to plow some earnings back into the plant. 

Mr. Cuitps. We certainly feel that the hospitals should be able to 
improve their facilities. We do not disagree with it. In fact, we 
agree. 

Mr. Hare. You have a high rate of depreciation on a lot of hospital 
facilities, have you not? 

Mr. Crinps. Yes. 

Mr. Hate. I certainly would like to have you furnish very detailed 
information to the committee of any hospitals which have come to 
your attention in the United States which are making exorbitant 
profits or doing more than meet their reasonable operating expenses, 
plus depreciation and normal capital improvement. 

Mr. Cuitps. I do make in the statement the point that we do not 
have representation on the hospital boards, and we admitted that is 
a problem of ours. It is a problem of our organization and the labor 
movement to get representation on the hospital boards. We do not 
appreciate the complete freezing out. We have attempted to get 
certain types of information and it has not been made readily 
available to us. 

Mr. Harr. Have you asked for representation on the hospital 
boards? 

Mr. Cuitps. We have made certain approaches along those lines, 
ves. 

Mr. Hate. If the Akron hospitals make a lot of money, I would 
like to know how they » it. The Maine hospitals do not. 

Mr. Cuirps. As I say, I was quoting an observation of another 
party and, frankly, I pe show the committee that any one hospital 
is making a high rate of profit. I do not have such information. 
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Mr. Hare. Who was it that made the statement about the hospitals 
which you referred to ¢ 

Mr. Cums. Sir, it was a staff member of the Goodyear Relief Asso- 
ciation which carried the insurance for the employees of Goodyear 
Tire and Rubber Co. in Akron. 

Mr. Hare. And in the following sentence on page 4 of your testi- 
mony you say, “It is not too much to expect that hospitals have their 
records audited and made public.’ 

Is there any hospital in Akron that does not have its records audited 
and made public ? 

Mr. Cuinps. Sir, I have never seen them. To my knowledge, none 
of them do make public their records. 

Mr. Hae. I think the committee would also value specific informa- 
tion as to any hospitals anywhere in the country that do not have 
audited records which are published as financial statements like any 
large corporation. 

The CHairrman. I think that would be putting a rather burdensome 
obligation on this witness, Mr. Hale. 

Mr. Cups. I think it would be very easy to do. 

The CHarrman. If that information is available, it might be ob 
tained through the Public Health Department, and I would be glad 
to have the staff look into that. 

Mr. Hare. I am not suggesting, Mr. Chairman, that the witness 
make or conduct an investigation for the purpose of determining 
these facts, but I am suggesting that if any such situation comes to 
his attention he report it to the committee. I think it would be very 
useful to the committee. 

Mr. Cuitps. I have made a statement here and TI can certainly sup- 
port the statement that I do not believe it is too much to expect that 
hospitals have their records audited and made public so that the 
community can have any doubts cleared concerning aspects of hospital 
administration, I say, unequivocally, that the hospitals in Akron are 
not making public their financial operations. 

Mr. Hare. That is very shocking and very surprising to me. 

The Cnamman. T think it might be appropriate to say at this point 
that the hospitals operated under the Kaiser plan, which are health 
group hospitals, evidentally are operated in the black instead of in 
the red because they are utilized and the profits are plowed back for 
the building of the other hospitals. That was the only instance 1 
have ever heard of where a hospital could operate at a profit and the 
testimony of Mr. Kaiser in that respect was one of the most interesting 
that I have heard. 

It seemed to justify what he said. If there were any members of 
the committee who were not present when he testified, he related his 
experience in that he endeavored to obtain a bank loan for the purpose 
of purchasing a going hospital in San Francisco or Oakland, I am 
not sure which, and the bank directors or officials smiled at the thought 
that he would ask for a loan for a hospital because it has been so 
generally the experience, as referred to by Mr. Hale, that hospitals 
operate in the red. They are dependent upon localities, either munic- 
ipal or voluntary contributions, to enable them to car ry on, 

He was offered a loan in the event it would be guaranteed, and he 
obtained a guaranty and obtained the loan. It was paid off and the 
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hospital was purchased and from that day to this he claims that there 
has been no diffic ulty on the part of his organization to obtain the 
necessary funds that would enable him to build additional hospitals. 

Mr. Cutts. I had the opportunity and the pleasure of spending 
about a half a day in the Permanente Hospital in Los Angeles, the 
hospital of the Kaiser Foundation. It was quite revealing to me and 
others that were with me to learn of the type of care and the considera- 
tion of the patient under that plan. 

Mr. Everman. Mr. Chairman, on this point in respect to Akron, 
Mr. Ginsberg, the Research Director of the Rubber Workers, just 
whispered to me that he would be glad to get a specific memorandum 
on this question of the reports made by the hospitals in Akron with 
some material showing the exact financial position of these institutions. 
If the record could be kept open, I will sbmit that on behalf of the 
United Rubber Workers within a reasonable time. 

The Cnuaimman. Very well, there will be opportunity given to 
place that information in the record if it is obtainable. 

(The information is as follows :) 


UNITED RupBer, CORK, LINOLEUM AND PLASTIC WORKERS OF AMERICA, 
lkron 8, Ohio, January 27, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Interstate and Foreign Commerce Committee 
of the House of Representatives, 
House Office Building, Washington, D. C. 

Dear Sik: I am submitting with this letter some additional testimony to sup 
plement my original statement of January 19, 1954, before your committee in the 
hearings on voluntary health insurance. 

In the statement that I presented at that time I made reference to the fact 
that Akron hospitals have continued to raise their charges and that one of the 
officials of a very large hospitalization program had considered the action of 
the hospitals to be unwarranted. That official had said that hospitals had 
“* * * turned their attention to becoming high profit-making institutions.” 

Page 11.) 

The question was asked by a member of your committe as to just what way 
the hospitals in Akron were making profit, and further, whether or not we could 
supply some information supporting this position. The question was also raised 
as to my statements regarding the fact that Akron hospitals did not publish 
any financial reports nor did they seek public funds at the end of each year in 
order to make up deficits. 

We have checked our records and find that a series of articles on Akron hos- 
pitals appared in the months of May and June in 1952. From this series of 
articles we have extracted some of the more pertinent information which we are 
forwarding along with this note. 

There are a few comments I would like to make about some of the material 
contained in those articles: 

(1) In the very first article of May 27, 1952, the reporter makes a great point 
of the fact that the hospitals in aaniaing their annual financial statements to 
him were making a move “that may be unprecedented in the United States.” 
Obviously, the Akron hospitals have never before nor since that date released 
any information to the public, and it was only through the pressure of the Akron 

seacon Journal, the town’s only newspaper, that the trustees of the hospitals 
were willing to give any information at all about their financial statements. 
Even the financial statements that were released were not published except 
on a basis of consolidation of the four hospitals into a single statement, so no 
details would be available on any one of the hospitals. 

The headline on the article Drop Veil of Secrecy indicates further the tradition 
in Akron of the hospitals of not publishing any financial information whatsoever. 

(2) In the same article of May 27, 1952, reference is made to the fact that in 
many cities annual drives for funds are necessary to cover losses from hospital 
operations. “But in Akron hospital budgets must be balanced with the patient's 
dollar.’ [Italics added. ] 
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In short, all the money for operating the Akron hospitals comes from payment 
of fees and charges by patients. Only when the hospitals engage in an expan 
sion program do they make appeals to the public for funds. 

(3) The table showing the financial operation of 4 of Akron’s hospitals for 
the year of 1951 appears as part of the article of May 28,1952. The article which 
accompanied the table pointed out that there was a balance of $487,052 of net 
operating income for these hospitals. Out of that balance the hospitals spent 
$271,155 for capital investment. Even with these expenditures there still 
remained a net gain of $215,897. 

In the testimony I presented I pointed out (p. 9) that since 1951 hospital room 
rates and hospital charges generally have continued to move upward 

(4) In the June 3, 1952, article some of the complaints against the Akron 
hospitals were listed. I would merely like to call attention to that section of 
the article where one of the doctors was quoted. He spoke of the hospitals in 
these words: 

“Since they are spending the public’s money, the hospitals are not interested 
in keeping down costs. * * * 

“T am informed that when, as the end of the year approached, there is an indi- 
eation of a balanee, the common practice is to initiate improvements or to WU 
equipment, often not urgently needed, in order at the end of the year without 
showing a gain.” [Sic.] (Evidently the reporter meant in order at the end 
of the year to show no gain.) 

The full details of the financial operation appear in the article of May 28, 1952, 
along with the table for that date. 

Evidently Akron hospitals are not the only Ohio hospitals that are operating 
in the black. The attached clipping, also from the Akron Beacon Journal of 
January 22, 1954, shows that the Wooster Community Hospital in Wooster, Ohio, 
just 30 miles from Akron, also was able to end the year with more in income 
than it had in expenses. 

If we can be of any further assistance to you or your committee at any time, 
please feel free to call on us. 

Cordially yours, 
JOSEPH W. CHILDs, 
General Vice President. 


[From Akron (Ohio) Beacon Journal, May 27, 1952] 
Drop VEIL or SECRECY 


ARE HOSPITAL COSTS TOO HIGH? FIGURES ARE BARED 


(EprtTor’s Note.—This is the first of a series of articles on Akron’s hospitals, 
how much money they take in, how much they spend, and how they spend it. 
Seward R. Sheldon, Beacon Journal staff writer, covered the activities of City, 
Peoples, St. Thomas, and Children’s Hospitals in the survey.) 


(By Seward Sheldon) 


Are Akron hospital costs excessive? 

Are hospital bills higher here than elsewhere? 

Do Akron hospitals make excessive profits on special services, such as drugs, 
X-rays, etc.? 

These are the questions raised in the rising tide of complaints about big hos- 
pital bills. And to the critics of hospital operations in Akron the answers are in 
the affirmative. 

Until now the hospitals have replied to these critics in generalities. Their 
managements have made something of a mystery of their finances and of what 
they do with the patient’s dollar. 

This hush-hush that has surrounded details of hospital financial operations 
has resulted in loose talk about the waste and inefficiency in hospital operations 
and general public criticism of hospital service and costs. 

In an effort to dispel some of the mystery to stop loose talk, and to clear up 
misunderstandings, the Beacon Journal has obtained the financial statements of 
Akron’s four major hospitals and will publish significant information taken from 
them. 

Trustees of the four hospitals—St. Thomas, Peoples, City, and Children’s 
agreed to this publication in the belief that the time has come to meet public 
criticism with full disclosure. 
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In a move that may be unprecedented in the United States, the trustees have 
supplied their annual financial statements certified by independent auditors. 
The 1951 operating statements of the four have been consolidated into a single 
statement and will be published in full. 

The public will be introduced to certified figures on hospital expenses and 
earnings. The patient will get a peek behind the veil of secrecy and learn a little 
about where his dollar goes. 

What the patient sees isn’t going to make him any happier about his big 
hospital bill. It may give him the satisfaction of a more solid basis for his 
complaints. 

Certainly the figures will not satisfy all the critics of hospital costs. But they 
provide a start to ending the mystery. 

And perhaps the result will encourage the hospitals to go still further to 
improve their relations with a critical public. 

Akron’s four major hospitals are administered by directors chosen by boards 
of trustees whose members serve without pay. 

Men and women prominent in the city’s business, professional, and social 
world give their time and efforts to the building and supervision of their 
hospitals. 

Basically, these nonprofit hospitals are community institutions devoted to the 
general welfare, to health, and to social service. 

There are no owners or stockholders. The people really own them, and they 
are semipublic in nature. 

Why, under these circumstances, shouldn’t the public, and especially the 
patient, be informed about the financial operations of the hospitals? 

Why continue the secrecy and the resulting uninformed criticism? Why not 
tell the public where the hospital dollar goes, not by percentages and pie charts, 
but in actual dollars? 

These were some of the arguments presented to hospital trustees, and the 
trustees have agreed. 

In considering the financial operating setup of Akron hospitals, it should 
be kept to mind that they operate on a pay-as-you-go basis. They have no large 
endowments to provide income independent of the patient’s bill. Neither can 
they operate on a deficit basis like New York City hospitals. 

Every dollar for operating costs, for replacements and improvements, must 
come from the patient. 

In New York City, the United Hospital Fund conducts an annual drive for 
funds to cover their losses. But in Akron hospital budgets must be balanced 
with the patient’s dollar. 


[From Akron (Ohio), Beacon Journal, May 28, 1952, No. 2 of a series] 
AKRON HospitTats Do $8 MILLION BUSINESS 
PROFIT ON 50,000 PATIENTS IN 1951, BUT RISING COSTS CAN CHANGE THAT 
(By Seward Sheldon) 


Hospitals are big business in Akron. 

In 1951, the city’s four major hospitals—St. Thomas, Peoples, City, and Chil- 
dren’s—did a gross business of $8,000,000 in housing, feeding, and treating 
50,000 bed patients and in the treatment of additional thousands of outpatients. 

They paid $4,382,000 in salaries and wages to hospital employees and spent 
$2,503,268 for supplies and miscellaneous operating costs. 

Total operating costs of $6,885,345 averaged $18,864 a day. Food for patients 
and employees alone cost $2,000 daily, and drugs, just under $1,000 daily. 

Considering the huge total of dollars involved and the great number of people 
affected, it is not difficult to understand why hospital costs are a matter of such 
wide concern. 

* a we * * - * 

Because of this wide interest, and to clear up some of the mystery that has 
shrouded hospital financial operations, the Beacon Journal obtained access to 
the hitherto confidential reports of the four hospitals. 

Hospital trustees furnished their certified audits for 1951 and prior years, 
and for the first time in Akron it is possible to reveal the details of hospital 
income and expenses. 





HEALTH INQUIRY 1849 


The financial results of 1951 operations at the 4 hospitals are presented in a 
consolidated statement, with departmental expenses and earnings itemized. 

Hospital activities reached a new peak in Akron in 1951. More patients were 
handled than ever before, keeping occupancy near the capacity level. Earnings 
and income, aided by increases in rates, consequently rose to new all-time highs. 

The picture presented by the combined operating statement shows a healthy 
financial condition at the end of the year. Higher rates established last fall 
offset increases in wages and other costs and enabled each of the four hospitals 
to finish the year in the black. 

* a ea * * *~ * 

Balancing the budget with something left over for improvements is the goal 
of every hospital administrator. Akron’s 4 big hospitals did this nicely in 1951. 
Rising costs can change the picture in 1952. 

Turning to the operating statement, it will be noted that gross earnings of 
$8,086,666 consisted of $3,694,244 earned by special hospital services and $4,392,- 
422 from board and room charges. 

After deducting operating expenses of $6,885,341 the hospitals had left $1,201,- 
321. If every patient had paid his bill in full, if special rates had not been 
granted as courtesies and for welfare, relief, and other special patients, that 
$1,201,321 would have been all gain. 

But deductions of $244,303 for bad debts, $68,643 for courtesy allowances, 
and $415,174 in adjustments for lower rates charged for relief, welfare, and 
other special patients—a total of $728,120—reduced the balance of $1,201,32 
to $473,201. 

ow * * * * 7 +. 

Bad debts are a part of hospital operations just as they are in any business. 
They are incurred by patients who cannot qualify for assistance as charity or 
welfare patients but who cannot manage to meet their obligations by their own 
means. 

A heavier load borne by the private patient results from losses incurred by 
the hospitals in caring for charity and welfare patients at less than cost. 

City and county patients and those coming under the care of the Community 
Chest make up the largest total in this class enjoying special rates. 

The 4 hospitals in 1951 made adjustments of this nature of $144,830 for the 
city of Akron, $37,517 for Summit County, and $65,665 for the Central Hospital 
Bureau, the Community Chest agency responsible for welfare patients. Other 
government and welfare agencies were given similar discounts, 

* * * * » . * 

Courtesy allowances or discounts are given to hospital employees, members of 
the medical profession, and others. 

Next comes two miscellaneous items, $96.140 of nonoperating income from 
such sources as endowments, coffeeshop operations, and donations, and $2,289 
of miscellaneous nonoperating expense, including cost of coffeeshop operations, 
interest on loans, building fund campaign expense, etc. 

Adding the miscellaneous income and deducting miscellaneous expense, there 
is left a balance of $487,052 of net operating income. 

Out of that balance the 4 hospitals spent, or reserved for expenditure, $271,- 
155 for capital investment. That left a net gain of $215,897, or 2.6 percent on 
the year’s gross earnings. 

* *” * * * * of 

Averaged over all the days spent in the 4 hospitals by inpatients, the net 
gain of $215,897 amounted to 61 cents for each day of stay in the hospital. 

On the expense side, administrative costs totaling $679,425 equaled 9.9 percent 
of all operating expenses. 

Cost of food and salaries of those who prepared and served it amounted to 
$1,204,201, or 17.5 percent of all operating costs. 

House and property expenses of $1,392,000 accounted for 20.2 percent of the 
total. Under this heading are the laundry, textiles (sheets, towels, etc.), 
housekeeping, plant operation (heat, light, and water), repairs and maintenance, 
and replacements and improvements. 

Last and largest expense items are the professional services. These services 
cost $3,609,719, or 52.4 percent of all operating costs. 

* * * * * * * 

Under professional services the hospitals list medical and surgical costs, in- 
cluding salaries of interns and resident physicians; cost of nursing service and 
education ; and all special service departments such as X-ray, pharmacy, labora- 
tory, etc. 
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Operating figures do not supply all the testimony to the big proportions of the 
hospital industry. 

A consolidation of assets at December 31, 1951, reveals a grand total of 
$12,787,000, consisting of the following: 

Cash, $426,463 ; accounts receivable, $762,308; inventory of supplies, $287,429 ; 
prepaid expenses, $52,000; special and restricted funds and endowments, $410,- 
981; new building projects and building funds, $2,548,930; investments in plant 
and equipment, $8,322,044. 

Add to the total another $2,500,000 from collection of building fund pledges 
and Federal contributions to expansion, and the assets of the 4 hospitals will 
pass the $15,000,000 mark. 


Hospital operating statement for 1951, 4 hospitals—Children’s, Pe oples, City, 
and St. Thomas 


Supplies 
and mis- 
cellaneous 


Administrativ $264, 613 
Dietary _. 163, 51 7 


House and p 
L ! ry 
Dextile 
Housekeeping 
Plant operatior 
Maintenance ar 
Replacement ar 


Total, house and property 3, 396 ; 1, 392, 


Professional] services 
Medical and surgical 147, 566 348, 537 
Nursing service and ¢ ition 1, 795, 395 2,1 1, 877, 574 
Radiology idiu », 471 Ot! 371, 412 
Laboratory 154 , 587 369, 741 
Pharmacy lrugs 44, 554 307, 54 352, 103 
Anesthesia 40, 719 or 65, 908 
Physiotherapy 30, 923 325 32, 248 
Oxyeentherapy 3, 845 15, 491 
Medical records br 67, 039 3 456 70, 495 
Miscellaneous 72, 685 3, 525 106, 210 


Total, professional services. 2, 777, 351 32, 36 3, 609, 719 


Grand total, operating expenses_- J 4, 382, 077 2, 503, 268 , BBS, BAF 


Hospital Operating Statement for 1951, income 


Earnings of special services : 
Radiology (X-ray, radium) —..._________ cheba ; $748, 017 
Laboratory _-_- 714, 940 
Pharmacy (drugs) —---- , Z 936, 786 
Anesthesia 179, 218 
Operating room 4 393, 501 
Delivery room 104, 103 
Nursery 139, 069 
Electrocardiograph-encephalography ; 43, 369 
Oxygentherapy-_-_- 75, 3895 
Physiotherapy 3 58, 842 
Blood and blood plasma_-_ 101, 230 
Emergency and clinic 171, 084 
IS siren epsin an deciditiaaintine te ceipegrtiedetatiititle inane: 38, 690 


Total earnings of special services- 3, 694, 244 
Board and room earnings_- 4, 392, 422 
Gross operating expense 8, 086, 666 
Deduct: Operating expense 6, 885, 345 


Net operating earnings before deductions___....-.-..____-~-- 1, 201, 321 
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Hospital Operating Statement for 1951, income—Continued 
Deduct : 
Bad debts, collection losses ° ; ales aun 0046568 


Allowances and adjustments 483, S17 


Total deductions . : 728, 120 


Net operating income__._-~~~ 175, 201 
Add: Miscellaneous income mace 96, 140 


Total a ll ial ‘ - 7 Deo, 341 
Deduct: Miscellaneous expenses_-_ ‘ $2, 289 


Net income : 187, 052 
Deduct: Expenditures for capital additions = 271, 155 


Net gain... ; ; ipmiie ’ 215, S97 


{From Akron (Ohio) Beacon Journal, June 3, 1952] 
MANY FIND FAuLtT With Hospirar Servic 
CLAIM PATIENTS RECEIVE LESS CARE THAN FORMERLY, DESPITE HIGHER COSTS 


(By Seward Sheldon) 


Big hospital bills are the major complaint about Akron hospital operations, 
but a long list of others was revealed in the Beacon Journal survey. 

Investigation substantiates some of these complaints, others appear to be 
based upon unusual individual experiences and do not apply generally. 

Heading the list of these additional complaints is the charge that patients 
get less care than formerly, despite the fact that hospitals have more professional 


employees per patient than ever before and the patient is paying the highest 
price in history for hospital care. 

Also, the critics charge that Akron hospitals: 

Enter into collusion to establish rates. 

Are operated inefficiently and wastefully. 

Have failed to increase the wages of low-paid workers in proportion to in- 
creases granted in the higher brackets. 

Accepted patients for diagnostic examination in violation of the Blue Cross 
contract. 

Dominate Blue Cross, putting themselves in the position of self-dealing. 

Are too hard boiled in requiring financial arrangements for bills before ad- 
mitting patients. 

The charge that Akron hospitals enter into collusion in the estab¥&shment of 
hospital rates is true to the extent that the question is discussed in the Akron 
Hospital Council and agreement reached in fixing the time for rate increases. 

As one hospital trustee said, agreeing upon a date for increasing hospital rates 
is about the only thing Akron hospitals do in concert. 

The fact that rates among the four major hospitals here vary considerably in- 
dicates that individual hospital rates are not actually set by agreement. 

The charge that Akron hospitals are wasteful and inefficient in their opera- 
tions is difficult to argue because of the lack of definite yardsticks of efficiency 
in the hospital field. 

One critic—a doctor—stated the charge as follows: 

“Competition among the hospitals in providing fine appointments, the latest 
in equipment, and many unnecessary frills, are among the chief reasons for high 
hospital costs. 

“Since they are spending the public’s money, the hospitals are not interested 
in keeping down costs. I think it is an ascertainable fact that the hospital ad- 
ministrator who would attempt to cut costs or show a big balance at he end of 
the year would be very unpopular with his administrator colleagues. I think 
he gets more credit if he operates at a loss. 

“T am informed that when, as the end of the year approaches, there is indica- 
tion of a balance, the common practice is to initiate improvements or buy new 
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equipment, often not urgently needed, in order at the end of the year without 
showing a gain. 

“Do you know of any hospital that operates on less than it did in the preceding 
year? It just isn’t supposed to be done. The incentive to save is entirely lacking.” 

Mr. Douuiver. This question is a collateral one. It is in connection 
with some large corporations which years ago erected their own hos- 
pitals for the benefit of their employees. 

To be specific, I am thinking of the Tennessee Coal, Iron & Railroad 
Co. in Birmingham, Ala. I know personally that a number of years 
ago, the TCI did have a hospital and medical care program in the 
area around Birmingham. 

What has become of that? Is there anyone here who can give me 
any information about that ? 

Mr. Everman. I will ask Mr. Greenberg to come forward. 

Mr. Dotiiver. I would like to know what has happened. 

Mr. Everman. Could I introduce to this committee Mr. John To- 
mayko and Mr. Bernard Greenberg who are the technicians for the 
United Steelworkers and who have complete data on points of this 
type. 


STATEMENTS OF BERNARD GREENBERG AND JOHN TOMAYKO, 
REPRESENTATIVES OF THE UNITED STEELWORKERS OF 
AMERICA, CIO 


Mr. Tomayxo. I might say that after 1950 when we negotiated this 
insurance program with the United States Steel Corp. we felt that 
this program was supposed to be in substitution for any existing health 
programs that the corporation may have offered to its employees. 
We had a clause within our contract which said that any benefits 
beyond this program shall be mutually agreed to between the corpora- 
= and the union, 

, since the corporation in some fashion subsidized a hospital pro- 
gram for the TCI employees in what was then known as the Lloyd 
Nolan Hospital, we felt that they should discuss with us the contri- 
butions that they asked from the people for participation in this hos- 
pital and also, to some extent, the benefits that were provided to them. 
Rather than do that, the corporation gave the hospital away. They 
created what they called the Lloyd Nolan Foundation and they named 
three directors of this foundation which were the current Dr. Robin- 
son, Who is the present administrator of the hospital, and two other 
businessmen from the locality. 

In addition to giving the hospital away to this foundation, they 
gave them a grant of $750,000 rather than deal with our union on this 
question of this particular hospital. 

Since that time, however, our union through the local unions in the 
Birmingham area have met with Dr. Robinson, who is now the head 
of the foundation, and we have worked out a sort of a subsidy pro- 
gram to our regular insurance program with the United States Steel 
Corp. 

Our people in the Birmingham area do make a contribution and do 
get certain benefits. We have made a little progress in dealing with 
Dr. Robinson and, as you understand, that hospital is a group of doe- 
tors who work on a salaried basis. We have made certain limited 
benefits available to our people down there through negotiations with 
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Dr. Robinson. We have not formally put them in writing, however, 
and we are making a monthly contr dl and approximately 20,000 
of our members do participate in the plan offered by the Lloyd Nolan 
Foundation. 

Mr. Douuiver. You have, of course, a contract with United States 
Steel, and the steelworkers union has a contract with the United States 
Steel Corp. That provides for health benefits, I assume ¢ 

Mr. Tomayxo. That is right. 

Mr. Dotiiver. Do you insure that with an outside concern ¢ 

Mr. Tomayxko. Oh, yes. Our life insurance and sickness and acci 
dent provisions are insured under the Equitable Life Assurance 
Society and our hospitalization and our surgical is insured through 
Blue Shield hospitalization and hospitalization is insured through the 
Blue Cross. 

Mr. Do.uiver. Suppose one of your union members would need 
hospital facilities in the Birmingham area. Could he use this 
hospital ? 

Mr. Tomayko. Yes, we have an arrangement that ties in our regular 
program with the Lloyd Nolan program. The Lloyd Nolan program 
goes a little beyond those benefits provided. The benefits provided 
by the Lloyd Nolan program now are completely financed by our 
people and the corporation no longer bears any portion of the cost. 

Mr. EpenmMan. Might I just suggest as a point of interest in this 
discussion the question to these representatives of the steelworkers that 
is it not a fact that in their negotiations with Blue Cross, I believe, 
for the first time, as a matter o7 historical interest, that a national con- 
tract was negotiated/ Up until the present one, or up to that time, 
no industrywide or nationwide blanket contract with Blue Cross was 
possible, 

For instance, unions like mine or Mr, Childs are under the necessity 
of negotiating a wide variety of contracts and a wide variety of dis 
tricts with varying benefits in each instance and the necessity of very 
complex local negotiations. 

I think the steelworkers have made an unusual contribution in that 
they have succeeded in getting a standard type of contract with Biue 
Cross which I think simplifies the administrative problems of the 
unions enormously. 

I think that ultimately it will certainly add to the service to the 
individual, 

I would think that a brief comment to that point by these repre 
sentatives would be helpful here. 

Mr. Dotuiver. I am very giad you brought that up and doubtless it 
sets a pattern for other nationwide unions to follow if they find it 
possible todoso. Tosum this up, the point that perhaps is of interest 
to the committee and to the public, generally, is that these facilities 
which have been in existence for so long a time are not being aban- 
doned, but they are still being used to a considerable degree through 
the mutual agreements of the management and the workers. 

Mr. TomayKo. However, I think I should point out that the corpo- 
ration, and I am referring to the United States Steel Corp. now, denies 
having any connection whatsoever with the Lloyd Nolan Hospital. 
It supposedly is given away and it is now operated by the Lloyd 
Nolan Foundation. 
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Mr. Greenserc. | would like to add one word to what Mr. Tomayko 
has said. I would be the first to say that the Lloyd Nolan Hospital 
greatly benefited the employees of TCI in Birmingham and made an 
outstanding contribution to, particularly, the health of the Negro 
employees of the TCI. To the point, as a matter of fact, where the 
health of Negro employees was so improved that no distinction is 
made in life-insurance rates as between Negro and white employees. 
That was made possible, only, by the fact that the TCI hospital 
offered medical care to our Negro members down there. 

But there is one very serious shortcoming in that TCI plan, so 
far as we are concerned, and that is it does not offer a prepaid medical- 
care plan. That is true except to the limited extent described by Mr. 
Tomayko. We think that is a very serious deficiency. What it 
means is that very often employees will have bills in the TCT hospital 
running literally to thousands of dollars, which are checked off from 
their pay. That often reduces employees to the point where they have 
to borrow money to meet their food and clothing bills. 

We have tried on several occasions to negotis ite with the Lloyd 
Nolan Hospital down there a prepaid medical care which would 
allow our people to make monthly contributions into an insurance 
fund from which all of the medical bills of employees and their de- 
pendents would be met. But, so far, we have not been able to negotiate 
that type of coverage. 

Mr. Hinsnaw. What is the experience you have had with the Per- 
manente Foundation in California ? 

Mr. Tomayxo. I might say, also, in the United States Steel, we 
had quite a great deal of experience and it has happened rather re- 
cently. We have a local union of the United States Steel Corp. in 
Pittsburg, Calif. It was this local union which had a great deal of 
difficulty in securing a high enough surgical reimbursement through 
private insurance companies to satisfy the doctors. We provided 
them through our regular program with an indemnification up to 
$200. 

Mr. Hrnsnaw. I am asking you about the Permanente Foundation. 

Mr. TomayKo. May I lead up to that point. Our local union in 
Pittsburg, Calif. since 1949, had taken insuranee out in addition to 
our regular program with private insurance companies, to the extent 
that they then had a surgical schedule that reimbursed them for opera- 
tions up to $500. That wasstill an insufficient amount to meet the doc- 
tor bills in California. 

So we approached Mr. Kaiser and pleaded with Mr. Kaiser to build 
the most recent hospital that he has built in Walnut Creek. Since 
that time, we have met with the United States Steel Corp. and through 
their mutual agreement in addition to the regular program provided 
by the United “Steel Workers, this group of people, approximately 
4,000 of them, are now also subscribing to the Kaiser Health Founda- 
tion plan and are utilizing the benefits at the Walnut Creek Hos- 
pital. 

I might also add that several of our Bethlehem Steel local unions 
are also utilizing the Kaiser plan and they find it meets with their 
great satisfaction, and they want to continue it, and, if possible, they 
would like to expand it in other parts of the country. 

Mr. Hinsuaw. Now, I think that your organization represents the 
employees at Fontana, do they not? 
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Mr. Tomayko. They do. 

Mr. Hinsnaw. What is the experience there? That is what 1 am 
particularly interested in. 

Mr. Tomayko,. The people are particularly satisfied with their par- 
ticipation in any Kaiser health facility. 

Mr. Hinsuaw. You have not mentioned it in the course of your 
testimony. 

Mr. ToMayxo. We did not because we have adhered to the typical 
program and these are not typical instances, you see. They only cover 
a small percentage of our membership. 

I might add that before Phillip Murray died, he approached Mr. 
Kaiser when the United States Steel Corp. was talking about giving 
the Lloyd Nolan Hospital away and he asked Mr. Kaiser to come down 
to Birmingham and operate the Lloyd Nolan Hospital before the 
corporation decided to create this foundation. So we are interested, 
if possible, in aiding Mr. Kaiser in expanding the kind of facilities 
he has offered our workers in California. 

Mr. Hinsuaw. Do'the workers make any extra contribution to that 
system ¢ 

Mr. Tomayko. Yes. The entire contribution is borne by the em 
ployees. The corporation up to this point makes no contribution in 
that direction. 

Mr. Hinsuaw. I wish that you would outline that system in your 
testimony, and your experience with it, so that we may have the other 
side of the picture, if possible, along with Mr. Kaiser's testimony. 

Mr. Tomayko. I would be glad to give you a history of our par- 
ticipation. 

Mr. Hinshaw. Also give us the history as far as the contributions 
are concerned. 

Mr. Tomarko. That is right. 

The Cuairman. Are there any further questions, gentlemen / 

Mr. Younger. I have just one question of Mr. Childs. 

In regard to the physician’s fees, I take it from your testimony, 
Mr. C hilds, that you feel that in your collective bargaining you have 
increased the fees of the doctors without the benefit of being the col- 
lective bargaining agent for the medical asociation ? 


STATEMENT OF JOSEPH W. CHILDS, VICE PRESIDENT OF THE 
UNITED RUBBER, CORK, LINOLEUM, AND PLASTIC WORKERS OF 
AMERICA, CI0O—Resumed 


Mr. Cuitps. I think that is a point that I tried to make. 

Mr. Youncer. That is true, then? 

Mr. Cuinps. Yes. There is an example which we had called to our 
attention by our local people, and also the insurance representatives 
of the B. F. Goodrich Co. that operates a plant in Oaks, Pa. There, 
prior to our settling for an increased schedule, the maternity se hedule 
they had in their insurance program amounted to $50. The doctor’s 
fee at that time was $60, The maternity schedule now prov ides for a 
$75 payment, and the doctor’s fee has-been increased to $125. Where 
the worker had to pay an additional $10, now he is privileged to pay. 
an additional $50, with a 50 percent higher fee. 

Mr. Younger. Do the hospitals in Akron provide for a certain num- 
ber of charity cases, as most hospitals do in the country ? 





1856 HEALTH INQUIRY 


Mr. Cups. The charity cases are paid for either by the city or by 
the community services. The city of Akron does pay for certain 
charity cases. 

Mr. Youncer. In other words, they have no beds available for char- 
ity cases which the hospital itself carries? 

Mr. Cuiips. No, none that I know of. There are none. 

Mr. Youncer. Now, there is one other question. You weuld’ not 
want to leave the impression, would you, that the hospitals or the 
doctors from 1949 to 1954 would not be entitled to some increase? 

Mr. Cuitps. Oh, not at all, sir. I certainly feel that the doctors 
the same as everyone else, even Congressmen, are entitled to a wage 
increase. 

Mr. Youncer. That is all. 

Mr. Epetman. Perhaps, the steelworkers could add some signifi- 
cant information on this same question that the Congressman has asked. 

Mr. Tomayxo. I believe in Mr. Abel’s testimony we say that we 
have offered more or less of a challenge to the doctors last May through 
our President, telling him that we were ready to sit down with them 
and work out some kind of a fee schedule that would be accepted 
as reimbursement in full for services rendered and, until this date, 
there has not been any doctor or group of doctors who have stepped 
forward to sit down with this organization and work out some sort 
of an acceptable fee. 

We had the same experience that unions have had throughout the 
country. Nowhere can we say that our fee schedules have been 
accepted by doctors in any particular locality as payment in full. 
Rather, we find that the doctors merely use our schedule as a base to 
begin charging additional fees. We would find that this is true in the 
overwhelming majority of our cases. 

Mr. Youncer. Just one question there, though. Do you believe that 
in your collective bargaining that you have indirectly represented the 
medical association without having the benefit of being appointed the 
collective bargaining agent for the physicians? 

Mr. Tomayxo. We think we have given them a guaranteed annual 
wage in the steel towns. 

Mr. Greenrerc. I think in addition to that, we have in a sense been 
discussing the matter with the representatives of the medical pro- 
fession because we have dealt with the Blue Shield which, as we under- 
stand it, is an approved plan of the medical association. Moreover, 
we have indicated on numerous occasions that we were agreeable to 
meet with any representatives of the medical association to discuss 
this matter. We have never taken the view that we felt our program 
should in any way injure or reduce the income of physicians. It has 
always been our view that we were agreeable to negotiating a schedule 
which would provide a decent and generous income to physicians, but 
would allow our people to pay through monthly premiums in advance 
into an insurance fund which would allow them to meet their medical 
costs as they arose, completely, of course, through no fault of their 
own. 

Mr. Cumps. On this particular question, I would like to make a 
further statement that we arranged a meeting with the Summit County 
Medical Council prior to our time of entering into negotiations with 
the three major rubber companies which operate in Akron, Ohio, 
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namely the Goodyear, Goodrich, and Firestone Cos. ‘That is in addi- 
tion to many smaller companies. 

We attempted to get them to agree with us to a schedule which 
would be acceptable | to them prior to our getting into negotiations 
and attempting to establish a schedule. They were not at all inclined 
to do so. In fact, they opposed setting any sort of a schedule which 
would in any way tie them down to a fixed charge. 

Mr. Hesevron. Did they give any reason for their opposition ? 
Did they express any reasons ‘for that? 

Mr. Cuitps. For not agreeing to a schedule, you mean ? 

Mr. Hesevron. Yes. 

Mr. Cutups. Well, one of the reasons they advanced that, 1 remem- 
ber quite well, is that they did not want to do anything that would 
put them on a salary basis and, of course, being that the rubber indus- 
try is an incentive industry it was quite hard for us to understand. 
We have to work on a piecework basis, and they were objecting to 
working on a salary basis. But that is the way they interpreted the 
acceptance of a schedule. They said it would put them on a salary, 
which I thought was rather nice. It was a guaranteed annual wage. 
They are quite busy. 

The Cuarrman. Are there any further questions, gentlemen ? 

In that connection, I might say that information that I gained 
some of the countries that I visited during the recess of Congress, 
with respect to fixing of fees with physicians, it seems to have worked 
out in those countries very satisfactorily to the physicians. It is in 
the countries where the general medical plan was put into effect and 
there was difficulty in the beginning to get the consent of the doctors 
They did not cooperate at first, but the general opinion seemed to be in 
all of those countries that we visited where they had these health 
programs that the doctors had worked out with them cooperating 
fully to the point where it was not a question of contention on the 
fees as in the past and that everybody was doing well and that, on the 
average, the doctors were doing better than they had done previously. 

Ll am not offering that as a suggestion that pl: ins have been found 
acceptable in some other countries and should be adopted in this coun- 
try. We have a different concept in this country and it is always with 
some hesitancy that I speak of the experiences that I gained elsewhere 
for fear that some who are not always inclined to correctly report what 
is said or the impressions to be drawn from it, are apt to say I would 
be advocating the adoption of those plans. That is not the case. 

We learned that cooperation of the doctors is a very important ele- 
ment in any of these plans, whatever system you have. It does seem 
as if necessary cooperation has been gained in the countries which | 
was privileged to visit during the recess of Congress. The outstand- 
ing ones, of course, were England, Sweden, Australia, and New Zea 
land, to say nothing of all of the other countries that we visited. 
But those were probably the outstanding ones, and we found that 
there was a very fine cooperative spirit existing in all of those 

countries at the present time. 

It does not mean that every doctor agreed to it. You can always 
find some who disagree in activity of life, but I am speaking of it in 
general terms. ‘They expressed general satisfaction and so far as the 
doctors were concerned, they were cooperating. 
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Mr. Cuixps. It has been our desire to try to work these programs out 
in complete cooperation with the doctors. We recognize the fine 
services that the doctors provide and we appreciate the training that 
is necessary for a person to become a doctor and the cost of the train- 
ing and all that they encounter. We feel that they are a tremendous 
factor in this whole program, and we certainly have sought their 
cooperation. Collectively, they have been quite reluctant to enter into 
any sort of an agreement which would be at all acceptable. In fact, 
they have indicated clearly, that no agreement could be reached with 
them. 

We do know that individually many of the doctors agree with what 
we are attempting to do, but collectively they do not seem to be able to 
accomplish what ‘they tell us individually. 

The Crarrman. I still have hopes before these hearings have ended 
that we will have an opportunity of hearing directly by witnesses from 
doctor’s organizations as to sae viewpoint with respect to the propo- 
sals that have been made. Iam hopeful that sooner or later it will be 
recognized that it is a problem by medical associations as well as by 
labor organizations and by citizens, generally. I hope they will rec- 
ognize it is a problem that must be met, and it deserves the best and 
most cooperative assistance on the part of everyone that we can pro- 
vide a system that is in line with our theory of government and that 
will prove helpful and beneficial to our people. 

Mr. Cuips. I read an article in a newspaper with respect to the 
California Medical Association’s attempt to combat the Kaiser Perma- 
mente type of program. It was written as a fight between the Kaiser 
Foundation and the California Medical Association. The California 


Medical Association was bringing its thinking up to date in dealing 
with this problem. I do not “know whether the committee has had 
that article called to their attention or not. 

(The following letter was later received from Mr. Childs :) 


UNITED Rupper, CorK, LINOLEUM, AND 
PLASTIC WORKERS OF AMERICA, 
Akron 8, Ohio, February 15, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Interstate and Foreign Commerce Committee 
of the House of Representatives, 
House Office Building, Washington, D. C. 

Dear Sir: In answer to your request of February 5, 1954, for additional infor- 
mation on health-insurance programs in our organization, we are happy to submit 
the following data. We have numbered the data to coincide with the numbers 
contained in your letter of February 5. 

I. We have virtually no prepayment medical care and hospitalization plans 
covering members of our organization. There is one example of such a program 
in the Gates Rubber Co., local 154, of the URCLPWA, of Denver, Colo. This is 
a program worked through with the full backing of the Gates Rubber Co. and 
provides exceptionally wide and comprehensive benefits at a very modest cost 
to the employee. This is the most comprehensive program of this nature that we 
have in effect. There are no other programs in effect of the prepayment nature 
in the United States. 

II. Our organization has not drawn up any agreements with medical groups, 
individual physicians, or technicians to give service under the prepayment pro- 
grams. Contracts in effect at the Gates Rubber Co. plant are between the Gates 
Rubber Co. and the staff physicians. Copies of all material relating to the 
Gates Rubber Co. plan will be forwarded to you as soon as we can obtain them. 

ILl. The following health-insurance programs cover the members of our organ- 
ization. This information includes the data submitted in my original testimony 
of January 19, 1954, and supplments that testimony to some extent. 
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(a) Hospitalization 

1. There are 135,000 members of our organization who are covered by a hospi- 
talization program providing for full payment of semiprivate room accommoda- 
tions for 120 days. All other hospital charges while confined during this 120 
days are paid. 

The dependents of these 135,000 members, approximately 315,000 additional 
individuals, are also covered by this program, making a total of 450,000 indi 
viduals covered by this program. 

2. There are 12,200 members who receive full payment for room charges (semi- 
private or ward) for less than 120 days, and payment for only part of the hos 
pital charges over and above room and board. Of this group, 9,500 also have 
coverage for their dependents for the specific program in effect. 

3. There are 8,200 members who have hospital coverage providing for $10 or 
more per day, with a specified maximum for other hospital charges. Of this 
group, 4,000 aiso have coverage for their dependents in the same amounts, 

4. There are 12,300 members who have hospitalization coverage providing $10 
or less per day for room and board, with a specified maximum amount for other 
hospital charges. Of this group, 11,400 also have the same coverage for their 
dependents. 


(b) Surgical care 

There are 139,600 members who have surgical coverage providing for a maxi- 
mum fee of $250 or higher. Of this group all but a small group of about 550 have 
the same coverage for their dependents. 

There is another group of 24,700 of our members who have surgical coverage 
providing for a maximum fee of less than $250. Of this group, 19,200 also have 
coverage for their dependents. 

(c) Medical care, inhospital 

There are 148,500 of our members who, under their hospitalization and surgical 
program, have some form of inhospital medical care. These programs usually 
amount to an allowance of approximately $3 a day for each day of confinement, 
which is paid for doctors’ visits for nonsurgical purposes. Of this group, 144,600 
have similad inhospital medical care coverage for their dependents 
(d) Medical care in o 


(ad) Medical care in office or home 


There are 5,300 members who have insurance covering medical cure for office or 
home visits. Of this number, 1,700 have similar coverages for their dependents. 


(e) Diagnostic X-ray and laboratory 

Diagnostic X-ray or diagnostic X-ray and laboratory benefits are provided for 
126,500 members. At least 80 percent of these members receive the diagnostic 
X-ray only; diagnostic X-ray or diagnostic laboratory and X-ray benefits are 
provided for the dependents of 2,500 members. 

It should be noted that in almest every case the same programs which are in 
effect for our membership have been extended to other employees of the com- 
panies. This would mean an increase of about 15 to 20 percent in all the above 
figures to arrive at an accurate tally of all persons covered by the programs 
described. 

If we can be of any help to you further, please do not hesitate to let us know. 

With best wishes, I am, 

Sincerely yours, 
JoserH W. CHILDs, 
General Vice President. 


The CHarreman. Are there any further questions, gentleman ? 

If not, we will adjourn until 2 o’clock when the remaining witnesses 
will be heard. 

(Whereupon, at 12:30 p. m., a recess was taken until 2 p. m., the 
same day.) 


AFTERNOON SESSION 


The committee reconvened at 2 p. m., upon the expiration of the re- 
cess. 
The CuarrMan. The meeting will come to order, please. 
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Our first witness will be Dr. Morris Brand, medical director of 
Sidney Hillman Health Center in New York, and for 7 years acting 
medical director and associate medical director of Health Insurance 
Plan of Greater New York. 

We are very pleased, Doctor, to have you present today. We antici- 
pate out of your experience you will be able to give us some worthwhile 
information. 

You may proceed. 


STATEMENT OF MORRIS BRAND, M. D., MEDICAL DIRECTOR, SIDNEY 
HILLMAN HEALTH CENTER, NEW YORK, N. Y. 


Dr. Branp. The ACWA principles for a nationwide health pro 
gram: 

The Amalgamated Clothing Workers of America at its annual meet- 
ing in 1952 reaffirmed the following principles for a nationwide health 
program it had adopted at its convention in 1950. These principles 
called for— 

1. Establishment of a coordinated and integrated national health 
program, including national health insurance which will give all 
Americans, in health as well as sickness, access to the highest quality 
of medical care. 

2. Aid to the professional schools through grants for training 
health personnel, including scholarships to students. 

3. Aid in the building of hospitals and group medical practice 
clinics with a minimum of State and local matching funds. 

4. Aid for the extension and expansion of State and local public- 
health services. 

5. Aid to maternal and child health services and expansion of pro- 
grams for physically handicapped children. 

6. Development of a mental-health program to improve our mental 
hospitals and for the training of psychiatrists and other mental- 
health personnel. 

7. Aid in the understanding and prevention of chronic diseases 
and in increasing facilities and services for care of the mentally ill. 

8. Extension of rehabilitation services to provide aid for those who 
become disabled each year. 

Similar principles for legislative action have been adopted by the 
Congress of Industrial Organizations, American Federation of Labor, 
and the International Association of Machinists. 

The Amalgamated Clothing Workers of America adopted these 
principles because it believes that the unmet health needs of its 
members reflect those of labor in particular and the Nation’s popu 
lation in general. ; 

And today, in anticipation of its 1954 meeting, the ACWA main- 
tains that a healthier America cannot be hoped for unless the above 
principles are adopted and implemented. 

In 1951 a report by Senator Lehman’s Committee on Labor and 
Public Welfare stated that about 50 percent of the population had 
some form of medical insurance and of this percentage only 3 to 4 
percent had comprehensive type of coverage, that 15 percent had hos 
pital insurance benefits, 21 percent had both hospital and surgical in- 
surance, and only 11 percent had hospital, surgical, and some form 
of limited medical coverage. 
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Last week Dr. Magnuson revised the overall figure when he stated 
that 90 million Americans are enrolled in some form of voluntary 
medical or hospital plans. In all probability there has been very 
little change in the percentage breakdown as given in Senator 
Lehman’s report. 

However, in spite of the fact that 60 percent of the population have 
insurance coverage, Dr. Magnuson stated that only about 15 percent 
of private expenditures for medical care is covered by these insur- 
ance programs. 

Furthermore, the Amalgamated believes that the lack of any posi 
tive action in this direction, coupled with the recent trend of gov 
ernment to avoid expenditures in the health field, will spell con 
tinued hardships to a large number of the people in need of medical 
care now out of their reach both because of a lack of sufficient facili 
ties and personnel and the everfiring economic barrier. 

The Amalgamated, therefore, views with some skepticism any stop 
gap legislation because such measures do not provide the necessary 
solution to a vital problem. 

Although labor has been aware of its unmet medical needs for some 
(ime, its primary concern was to improve the standards for living. 
Working hours had to be decreased and wages increased. As the 
workers unionized to become coherent vocal forces, labor sought and 
obtained labor-management grievance machinery, workmen's com 
pensation legislation, child-labor laws, unemployment, retirement, 
and social-security benefits. 

Recently the trend in the labor movement is to obtain hospital and 
medical-care benefits not only for the worker but for the dependents 
also. 

The workers want to provide themselves and their families with a 
medical security which will make available when needed, and un- 
hindered by the specter of unpredictable high medical costs, the 
knowledge and skills of the American medical profession. 

Mr. Louis Hollander, cochairman of the New York joint board of 
the ACWA, has said: 

Labor views the whole matter of a worker's health fundamentally as an eco 
nomic problem. The efficacy of even the most perfectly planned and most per 
fectly administered system of [industrial] medicine and hygiene is necessarily 
limited by the economic level of men and women who are potential patients of 
the [industrial] physician. I need not cite the statistics showing the coincidence 
of a high rate of morbidity with a low income level. 

Deeply aware of and driven by the need for medical care, labor has 
decided that it cannot and must not wait for legislative action and 
the medical profession to give it a practical solution for its medical 
care needs. 

Mr. Jacob Potofsky, president of the Amalgamated Clothing Work- 
ers of America, said : 

Since government is not ready to assume this responsibility [the health of 
the Nation], then enlightened industry and labor must do for themselves what 
the Government will not do for them. 


Also, Mr. A. J. Hayes, president of the International Association 
of Machinists, recently stated : 


It appears that labor unions must carry the ball as far as possible and prove 
by concrete example and experience the necessity for a much more adequate 
national policy. 


89087—54—pt. 6——34 
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Labor is taking such steps as it deems necessary to improve its 
health status. It has included in its negotiations demands for hospi- 
tal and medical care benefits for the workers and, in some instances, 
has also obtained coverage for the workers’ dependents. 

Management has acknowledged that the medical programs to which 
they are contributing have been instrumental in reducing the amount 
of illness in workers, decreasing their length and incidence of absen- 
teeism, prolonged the working years of their workers, decreased labor 
turnover, improved plant efficiency, and improved labor-management 
relationship. 

Industry agrees that it is a good business practice to provide the 
workers with health maintenance, health repair and preventive ser- 
vices, as well as to their equipment and buildings. The skilled worker 
is worthy of management’s investment in his health. 

The cost of providing medical-care benefits is offset by the lessened 
demand on community resources and a decrease in costs to the com- 
munity. This investment has given a good dividend return to the 
workers, to the industrialists, and to the Nation. 

Tn the last few years that labor has become an organized purchaser 
and consumer of medical care, it has learned that when possible the 
following features should be incorporated in all medical plans it pur- 
chases or establishes: 

1. Service: Medical and hospital service, rather than cash indem- 
nification, should be a primary feature regardless of the scope of bene- 
fits rendered. 

This permits members to seek medical attention when needed with- 
out fear of unpredictable additional costs and without the necessity 
of an immediate cash outlay to meet the doctor’s bills which, although 
reimbursable in part, create a large hole in the savings accounts and 
daily budgets. 

Studies have shown that most indemnification programs are inade- 
quate, for on the average patients with catastrophic conditions have 
had to pay about 50 percent of the medical expenses incurred. 

Thus, the financial barrier is dented, but not removed. Labor, 
therefore, wants service, not only to avoid the fees above and beyond 
the indemnification, but also to permit persons to obtain early diag- 
nosis and treatment rather than to wait until such time as the accentu- 
tation and multiplication of symptoms and signs of illness force them 
to seek medical attention. 

Delayed action because of the lack of sufficient funds to meet the 
high cost of modern medical care has all the potential destructiveness 
of a delayed action bomb—it can cause a great deal of damage. 

2. Scope: The medical service must include a health maintenance 
program and preventive, diagnostic and therapeutic services. ‘These 
should be provided by general physicians and specialists in the home, 
hospital, or the office. 

The services should also include dental care, psychotherapy, am- 
bulance services, rehabilitation, social services and public health 
nursing. The services should come as close to the meaning of “com- 
prehensive medical care” as is possible. 

Medication can be dispensed as part of the benefits or at a marked 
reduction of cost from a pharmacy in the center. Surgical and ortho- 
pedic appliances and eyeglasses can be provided at very reasonable 
costs by cooperative and nonprofit organizations. : 
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Group medical practice: The organization of professional 
knowledge and skills, equipment and pe srsonnel in a single facility is 
in the best interests of both the patients and the physicians. Group 
practice assures the patients of the integration and coordination of 
professional opinions and a personal rel: ationship not only with one 
physician, but a team of physicians. 

The group physicians derive certain economic, social and profes- 
sional benefits inherent in group, but not possible in solo practice. 

Control of policies: Consumers should have representation on 
the policymaking level. David J. McDonald, president of the United 
Steel Workers of America, recently stated : 

In order to succeed, the plans (Blue Shield and Blue Cross) must become 
community organizations based on wide public representation on your governing 
boards. 

Also, the CIO convention in 1952 included in its resolution the fol- 
lowing statement : 

We support more effective representation of labor and other consumer groups 
on the governing boards of voluntary health insurance plans, of hospitals and 
similar organizations. 

Professional policies should be the responsibility of a medical board 
which may act in an advisory capacity to the board of directors or 
mae be responsible also for the carrying out of the adopted policies. 

. Limitations: There should be no limitation because of pre- 
e ad ing disease or conditions, age, sex, creed, color, number and extent 
of services in the provision of medical care, whether in the home, cen- 
ter, or hospital. Ail active and retired members of the union should 
be eligible, and, also, if possible, the spouse and unmarried dependent 
children. Sufficient reserves should be established to provide service 
during periods of unemployment. 

The medical staff: The staff should be selected in accordance 
with the professional standards adopted by a medical advisory board. 

The physicians’ standards of living must not be encroached upon, 
but must be maintained always at a level which will permit them to 
maintain their dignity and responsibility in their communities. This 
would include appropriate payment for their services, tenure, and such 
social insurance benefits which labor enjoys for itself. 

Quality of medical services. The quality and adequacy of medi- 
cal care should be under the constant review of the administrative 
physician and the medical board. 

These are the fundamentals of a good medical plan. However, 
since legislative action is remote, labor is attempting to achieve bet 
ter health either by the purchase of existing medical plans or by es- 
tablishing its own direct service medical plans. The trend toward 
the latter is evident from the following: 

In St. Louis, the Labor Health Institute provides comprehensive 
medical care to about 14,000 persons. 

In New York City, the ILGWU Health Center, which is an AFL 
group, which has been in existence for 32 years, serves 200,000 
persons, and in the past 3 years the Sidney Hillman Health Center 
was opened in the heart of the men’s and boys’ clothing industry to 
serve its 40,000 members; the Hotel Workers opened a center in’ the 
midtown area to serve 40,000 members; the Amalgamated Laundry 
Workers Union is building a center in Manhattan to serve 18,000 mem- 
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bers, the Joint Electrical Board, a lithographers’ local, and a butchers’ 
union have opened centers to provide partial services with the ex- 
pectation of expanding the scope at later dates. 

In Philadelphia there are the ILGWU Health Center, the Sidney 
Hillman Medical Center, and the AFL union centers, serving about 
50,000 members. 

In Chicago the Amalgamated Clothing Workers and the Janitors 
Union are opening centers to serve about 18,000 members. 

The San Francisco Labor Council of the AFL is surveying the needs 
of its members with the hope of organizing a direct medical service 
program in one or more centers, 

The Amalgamated Clothing Workers of Rochester, Los Angeles, 
and Allentown, Pa., have also taken ste ps to determine ways of organ- 
izing medical services. 

The United Mine Workers Hospital and Medical program is mak 
ing great progress. 

"There are mi: iny other medical centers throughout the country serv- 
ing union members. All of these are manifestations of labor’s res- 
tiveness with the lack of a proper solution to its unmet health needs. 
Labor has established many of their programs as expedient measures 
with the hope that they w ill be supplanted or integrated in a national 
comprehensive health plan. 

As an example of what can be accomplished, the experiences of 
the Sidney Hillman Health Center in New York City will be cited. 
The center has been open for services since April 1951. It provides 
the following services in the center only: 

Allergy, cardiology, chest, clinical laboratory, dermatology, dia- 
betes, electroc: ardiography, gastroenterology, general medicine, gen- 
eral surgery, gynecology, ‘internal medicine, neurology, ophthal- 
mology, orthopedics, urology, social hygiene, deep therapy, superficial 
therapy, diagnostic, radiology, psychiatry (diagnosis only) proctol- 
ogy, physical medicine and rehabilitation, peripheral-vascular, 
otolaryngology. 

A staff of 24 general physicians and 50 qualified specialists, plus 
qualified technical assistants, registered nurses and therapists have 
provided the following services for the 32-month period ending De- 
cember 31, 1953: 

L8, 959 members used the ser vice, 

87,691 services by general physicians (including health examina- 
tions, emergency care, and revisits). 

106,072 services by specialists. 

15,603 radiographic examinations. 

142,958 laboratory procedures. 

9,310 physical and rehabilitative treatments. 

9,561 other therapeutic services provided by paramedical personnel. 

86,611 prescriptions dispensed in the center at cost of pharma- 
ceutical plus the container, 

The costs of the services in the center are borne both by the mem- 
bers and the employers. 

Mr. Chairman, may I introduce for the record two annual reports, 
one from the Sidney Hillman Health Center, and one from the Phila- 
delphia Sidney Hillman Health Center ? 

The Cuamman. How long are they? 
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Dr. Branp. There are quite a number of pictures in each. That 
makes the reading time very short. 

The Cramman. If you will hand them to the clerk, he will look at 
them and see if it will be possible to put them in the record. 

Dr. Branp. The above impressive record of services in the Sidney 
Hillman Health Center of New York is paralleled in the other labor- 
management-sponsored medical centers. 

This humanitarian activity can neither be weighed nor measured, 
but the labor leaders and industrialists who have been instrumental 
in making these services possible are more than rewarded when they 
witness the number of members who avail themselves of services which 
are there as a matter of earned right and are provided in modern 
centers on a personal level in a pleasant atmosphere and surrounding 
far removed from the outdated cheerless outpatient departments many 
have been forced to use in the past. 

Rare is there a union member who does not voice his or her appre- 
ciation for a degree of medical security which otherwise they could 
not begin to purchase. 

At the first anniversary of the Sidney Hillman Health Center, Mr. 
Isidore Grossman, president of the New York Clothing Manufac- 
turers’ Exchange, said: 

The ill face their lot with erect self-respect knowing that they will receive the 
best that medical service can provide and that is their due. I am glad to have 
lived and witnessed this change, and to have participated, to a slight degree, 
in forwarding such a progressive step. 

Since home and hospital care are not included in its services the 
center provides family physicians who provide home and occasional 
office care to the members with diagnostic procedures and consulta- 
tions they may need to assist them in the care of members outside the 
center. 

In addition, the Amalgamated Clothing Workers of America in- 
cludes in its nationwide social-insurance program hospital, surgical, 
and maternity benefits; life insurance, sickness disability, and re- 
tirement benefits. 

There is one more interesting aspect to this direct-action program, 
and that is the research program. Labor, like industry, believes that 
it has a responsibility not only to its members, but to the community 
in general. 

At the Sidney Hillman Health Center in New York City, $250,000 
was allocated to a research fund and the Sidney Hillman Foundation 
added another $50,000. 

At the present time a study is being made in the center by a special 
research team of the relationship of diet and ethnic background to the 
development of arterioscleroris. Another research program is in 
progress at the Philadelphia Sidney Hillman Medical Center, and a 
special study is in progress at the Hotel Workers Center in New York. 

Labor’s interest in this field of direct medical-service plans has made 
it aware of the need to establish a central agency which would collect 
and maintain information from existing plans on a current basis and 
analyze the statistics and other pertinent information, recommend the 
establishment of uniformity in cost and service accounting, make the 
information available to interested persons and also perhaps provide 
actual assistance toward the organization and establishment of plans 
and facilities. 
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At a meeting in 1952 of union officers and administrators of labor 
and management, direct-service programs, a committee was appointed 
to draft the bylaws for an organization which will have for its func- 
tions the above-mentioned purposes. It is expected that by making 
such information available to labor-management health and welfare 
trustees and to the administrators of medical-care plans, it will demon- 
strate the feasibility and practicability of direct-service plans, indi- 
cate how the consumer dollar can be used most efficiently, and provide 
a forum for discussion of problems encountered in the operation of 
their programs. 

The Sidney Hillman Health Centers of New York, Philadelphia, and 
Chicago, and the Amalgamated Laundry Workers Center and all the 
other programs mentioned, are part of a significant movement whicli 
seems to be gaining momentum. The attack on health problems will 
not wait for legislators or organized medicine to join with labor, the 
consumer. 

Dr. Allan Gregg, of the Rockefeller Foundation, wrote : 

One of the most heartening and to me significant forces influencing the practice 
of medicine today is the intelligence and the conviction with which health is 
being helped by the labor unions. 


The Federal Government can be of further assistance in this prog- 
ressive movement : 

1. By passing legislation which will provide loans to labor-manage- 
ment health and welfare funds, to consumer-sponsored plans, 
hospitals, and other nonprofit organizations for the establishment 
of group-practice medical centers. 

2. By urging the repeal of State laws which have been obstructing 


the establishment of nonprofit consumer-sponsored group-practice 
medical plans. 

3. By taking appropriate action to convince the officers and leaders 
in the medical profession to cease their constant and more recently 
accelerated campaign of harrassment of voluntary medical-insurance 
plans sponsored by consumer groups. 

4. By establishing a method of providing funds to purchase from 
existing community nonprofit plans prepaid: comprehensive: medical 
and hospitalization services for the unemployed workers and their 
families. 

5. By making grants to schools so that sufficient physicians, dentists, 
and other professional and technical personnel could be trained. 

6. By increasing the facilities to provide medical and rehabilitative 
services fo persons with mental and chronic ailments. 

7. By establishing a coordinated and integrated national health 
insurance program. 

A vigorous health-minded legislative program is a positive measure 
which will result in a vigorous healthy America. 

The CHarrman. Are there any questions, gentlemen ? 

Mr. Hesevton. Doctor, at the bottom of page 2 of your statement, 
you state: 

The Amalgamated therefore views with some skepticism any stopgap legisla- 
tion because such measures do not provide the’ necessary~ solution to a vital 
problem, 

Would you care to elaborate on what you mean by stopgap legisla- 
tion ¢ 
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Dr. Branp. Any legislation which will not provide the population 
with comprehensive medical care where preventive service is included, 
where means for early diagnosis and treatment is included. 

I think that is what they have in mind. 

Mr. Hesevron. Have you had an opportunity to examine any of the 
three bills that were introduced, I believe on the 6th of January, by 
the chairman of this committee / 

Dr. Brann. No, I have not. 

Mr. Heserton. Yesterday he introduced a quite comprehensive bill 

carrying out, I believe, specifically, the recommendations of the Presi- 
dent in his message covering grants to States to survey their need for 
constructive diagnostic centers, chronic-disease hospitals, rehabilita- 
tion facilities, nurses’ homes, and also grants to States to assist public 
and nonprofit agencies in the construction of such facilities. 

I take it you would not want to leave the impression that that 
type of approach is objectionable ¢ 

Dr. Branpv. No, I don’t think we would consider it objectionable at 
all, as long as some standards are developed whereby all programs 
that would be beneficiary of such loans had a comprehensive program 
that would permit people to have early care, which is part of the pro- 
gram that is very necessary. 

Mr. Hesevron. Of course, if I understood you correctly, the com- 
prehensive program you have in mind is the ideal program. While 
anyone with good will would look forward to that, you have to crawl 
before you can W alk, and to make some of these constructive starts 
would be advantageous, it seems to me, in the overall effort. Do you 
agree with me ? 

Dr. Brann. I would tend to agree. 

Mr. Heseiron. You mentioned several times in the course of your 
statement I think the opposition that you had encountered from the 
medical societies; has your staff in New York been proceeded against 
in any way? 

Dr. Branp. Not at the Sidney Hillman Health Center, but when 
I was affiliated with the HIP, Health Insurance Branch of Greater 
New York, we at that time had the same pressures that Dr. Baehr men- 
tioned in his testimony the other day. 

Of course, throughout the country there have been various forms 
of pressure applied against physicians working with consumer-spoi- 
sored programs. 

I believe the Cooperative Health Federation of America has a very 
good summary of that in one of their publications. 

Mr. Hesevton. Do you find the situation differs in New York and 
Philadelphia and Chicago? 

Dr. Branp. Yes, it does differ. I believe there is a difference be- 
tween New York and Philadelphia. In New York we have very little 
difficulty getting the physicians we need, but in Philadelphia they had 
to curtail their program somewhat because of some medical society 
reaction. 

I understand most recently that in Allentown, Pa., where the Amal- 
gamated has tried to set up a diagnostic and the ther rapeutic’ service, 
they have met with some resistance and the program is now lagging. 

We also know that various other consumer groups, of course, have 
had difficulty. There was the Elk City program and then there was 
the San Diego program, the Puget Sound program. 
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At the present time I think Twin Harbors, Minn., is in the throes 
of a legal battle with the society. 

HIP, of course, is having its problem. 

Mr. Hesevron. What has been your general experience as to the 
turnover of staff ? 

Dr. Branp. In the Sidney Hillman Health Center, we have not had 
much turnover of staff. I would say about 70 percent of the phy- 
sicians who were there at the end of the first year are still with me. 

Mr. Heseuron. Are they, generally speaking, younger physicians? 

Dr. Branp. No. At the end of 18 months of service I made a study 
of it and I found them somewhere in the middle forties. 

Mr. Hesevton. I think that is all, Mr. Chairman. 

The Cuamman. Are there any further questions, gentlemen ? 

Mr. Derounian ? 

Mr. Derountan. Dr. Brand, what is the average compensation your 
doctors receive for their share of the work at the health center? 

Dr. Branpb. $6.35 per hour up to the end of 1953. We gave a slight 
increase as of January 1. So I don’t know what the average will be 
for this month. 

But prior to this month it was $6.35 because the general physicians 
receive $5 per hour and the specialists $7.50. 

Mr. Drrowntan. Is that part time? 

Dr. Branp. Yes. 

Mr. Derounian. Part-time practice for them? 

Dr. Brann. Yes. On an hourly basis we have a man for a 2-hour 
session, but it can be extended to 3 or 4 hours at a time. Practically 
every general physician has quite a number of hours during the 
course of the week. Specialists may be less. 

Mr. Derountan. How much does you union member pay per month 
for the present plan ? 

Dr. Branp. On an annual basis, $10 a year for each member is paid 
by the member, and the employer is contributing one-quarter percent 
of the annual wage. That contribution has only been since April 1, 
1953. 

Mr. Derountan. On page 10 you state that you do not provide home 
care and yet you say that you provide physicians who provide home 
and occasional oflice care to the members. Is that free to them, or 
must they pay a fee? 

Dr. Branp. That should be family physicians and the correction 
was made in the presentation. They don’t get any reimbursement 
at all in the home care. They do get some reimbursement from the 
national organization for surgical care and in the hospital. 

Mr. Deroun1an. They make their visits on their own? 

Dr. Branp. Yes. 

Mr. Derounzan. And they do not expect to receive a fee for it? 

Dr. Branp. That is right. 

The Cuatrman. Mr. Younger. 

Mr. Younger. On page 12 you recommend that the Federal Govern- 
ment urge the repeal of State laws which have been obstructing the 
establishment of nonprofit consumer sponsored group practice medi- 
eal plans; what do you mean by having the Federal Government urge 
the repeal of State laws? 

Dr. Branp. I am not a good legislator. I just beg for something 
that I think will be useful. It is not that the Federal Government 
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can repeal the State laws, naturally, but by some means of disapproval 
indicate that such laws are inimical to the health of the Nation. 

Mr. Youncer. Would you mean that whatever program the Fed- 
eral Government might set up should be withheld from those States 
that have those laws? 

Dr. Branp. No. 

Mr. Youncer. You would not recommend that? 

Dr. Brann. No. I think the Federal Government should make 
available to all persons whatever care is needed and the question of 
State involvement is a question that the Federal Government has to 
decide. 

Mr. Younecer. You would not go so far as to recommend the with- 
holding of the Federal benefits from States that have such laws in 
order to force them to repeal the laws ¢ 

Dr. Branp. My answer would be no. 

Mr. Youncer. On your seventh recommendation, you say : 

By establishing a coordinated and integrated national health insurance 
program. 

Now, most of the evidence that has been presented here has been 
to the effect that this program of group-health programs should be on 
a regional basis and will not be successful on a national basis. What 
is your comment on that? 

Jr. Branp. An overall national insurance program would be a 
means of collecting the moneys and distributing the moneys. 

The actual services are rendered perhaps on a regional basis, if you 
want, that is the reintegration of various centers and clinics with the 
hospitals as probably the only way you can function properly in terms 
of services to the people. 

I can see the Government establishing this insurance program and 
being the banker, you might say, for the whole thing and establishing 
standards for it. 

Mr. Youncer. But your recommendation does not conceive of the 
Federal Government setting up a tremendous bureau to supervise all 
of these so-called local plans? 

Dr. Branp. No, only to the extent of setting up standards, for ex 
ample, for comprehensive care, and that the doctors be selected by cer- 
tain qualifications and that the actual services, the medical services, 
be supervised locally by the physicians. 

I think that should be the proper answer. 

Mr. Youncer. If I understand you correctly, what you are propos- 
ing is that the Federal Government set up standards by which those 
groups must operate if they receive Federal aid and that the Federal 
Government alone will collect the money and then disburse it through 
the States. 

Dr. Branp. The States or any other regional arrangement. 

Mr. Youncer. But you do not want a big Federal bureau setup? 

Dr. Branp, Well, I am not in a position to say there should or 
should not be because I am not too well versed with methods of financ- 
ing the collection of funds. I leave that to better authorities. 

Mr. DerountAn. You understand, of course, Dr. Brand, that under 
our law today the problem of health, safety, morals, is a State propo- 
sition? You understand that? 

Dr. Branp. A State proposition ? 
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Mr. Derounran. Yes, every State makes its own rules and regula- 
tions. 

In connection with Mr. Younger’s inquiry along this line, I also 
would like to ask you whether or not you feel that the present system 
of State supervision of their own profession should be superseded by 
a Federal supervision ? 

Dr. Branp. Are you talking about the profession ¢ 

Mr. DrrountAn. I am talking about the medical profession in each 
State. As it stands now each State is autonomous in that branch. 

You are asking for a national program. I just want to find out 
whether you feel that the present method is not to the best interests 
of the people of the countr . and you want a national supervision. 

Dr. Brann. No, I don’t think there need be national supervision. 1 
think the States can still function, determining which physicians are 
qualified to render services as they do today. 

Mr. Dotuiver. Will you repeat that? 

Dr. Branp. I say that the States can still serve as the screener to de- 
termine which physicians may or may not give services through their 
State boards of education, and so forth. 

I do not think the Federal Government needs to step into that pic- 
ture. 

Mr. Derounian. As I want to point out, if there is going to be a 
complete turnover of jurisdiction here on medicine within each State, 
you are going to he ave a tough proposition getting this over. That is 
not the President’s plan at all. His plan is to have private enterprise 
and nonprofit associations administer this go as they have generally 
in the past with grants-in-aid from the I *ederal Government, like 
FHA. That is my understanding. 

Dr. Branp. If I may say, it would seem to me that if any banker 
were to give out funds on a loan or any other basis, he would like to 
see that the funds are used to good advantage. I think then he may 
set up standards, whether it is for a mortgage or anything else. 

In medicine, of course, since we are all interested in making sure 
that our people in this Nation are healthy people, some standards 
should be developed to make certain that they get that type of vigor 
and health that they are entitled to receive. 

Mr. Youneer. That brings up one more question. 

In regard to the various health insurance plans, there are so many 
of them, there has been a great deal of evidence introduced by the 

various people who have testified that the plans are somewhat mis- 
leading at times and they do not cover what the people who carried 
the policies expected them to cover. You would expect the Federal 
Government before they entered into any reinsurance plan to set stand- 
ards or possibly specify a standard policy like the fire policy that is 
issued all over the United States before there is any reinsurance; is 
that your idea? 

Dr. Branp. That is the idea. 

Mr. Epetman. Might I venture to suggest to the Chair that pos- 
sibly Dr. Brand could comment on his “medical experience in these 
several comprehensive or partially comprehensive plans which he 
has operated, as to the effect on the actual health soiatons which he 
observes among this group of workers. 

Does the avail: ibility of these services reduce catastrophic illness? 
Does it raise general health levels? 
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It would seem to me that some comment from Dr. Brand along those 
lines will be useful to this committee. 

The CuamMan. We will be pleased to have any comment that the 
doctor wishes to make. 

Dr. Branp. I will try to draw on my experience. 

When I was with the Health Insurance Plan it was quite obvious, 
as is obvious in all other insurance programs where they provide com- 
prehensive service, that in the first few months in any new group that 
is involved you have a very high level of service demanded and as 
the conditions are cleaned up, of course, the health improves. 

It is something you will find in practically every group that goes 
into a service program. 

When I came to the Sidney Hillman Health Center in 1951, and 
we opened our doors for service, we were rather shocked, frankly, to 
see the amount of care that was necessary for people who were unable 
to afford medical care otherwise, for et who did not want to go 
to the outmoded clinics, even in New York City, and we have quite a 
busy job cleaning them up, medically speaking. 

We also hi ad overage groups. In a study of a thousand charts of 
the first year’s membership, we found that better than 70 percent were 
people over 40 or 45 years of age and as a result we have a very high 
utilization of service even today because we find quite a number of 
chronic diseases among them. 

I often wonder if these people had had medical attention all along 
the line—that is, from the day they apparently needed it and perhaps 
before through preventive health examinations—whether some of 
these conditions would have been so acute at this time; whether they 
would have been a much healthier group even with their chronic ail- 
ment. 

It has been rather a shocking affair, to say the least, to see how much 
care has been needed. 

And here we have only touched on 19,000 out of a potential 40,000 
members. We have been too busy to establish multifarious screen- 
ing programs, as much as we wanted to do so, because we have so 
much care to give day to day to people who come in and seek it. 

We hope to open our doors to the wives of members and eventually 
to the children of members. We have permitted some of the wives 
to come in, particularly the housewives of the male members of the 
union, and they are quite an experience, too. 

I would say through the adverse selection that occurs under such 
circumstances that we probably see 98 percent of them and give them 
care. 

Of course, that is not good actually speaking, but we are willing 
to absorb the actual cost that arises from that condition. 

The Cuatrman. Any further comment, or any further questions, 
gentlemen ? 

If not, Dr. Brand, that will conclude your testimony. I will 
examine these two books of re ports that you have presente “d to ascer- 
tain by editing whether it will be possible to enter the important parts 
of those into our record. 

That will take a little time to go through them. It contains a 
great deal of information and yet it could not all go into the record 
because of the way it is prepared. 
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So we will have to do a little editing. 

Dr. Branp. Thank you. 

The Cuairman. I want to impress upon you, as I have on the wit- 
nesses who preceded you, that we are greatly indebted to you for 
your attendance here today and for giving us the benefit of the experi- 
ence which you have gained in these several important positions that 
you have occupied in the field of health in New York C ity. 

I could not tell you how much we do appreciate the willingness 
of yourself and your associates to come and give to us the benefit of 
your knowledge. It will be very helpful to us and certainly will be 
considered by the committee in arriving at whatever may be its 
opinion with respect to legislation. 

Dr. Brann. The Amalgamated appreciates the opportunity to pre- 
sent its story. Thank you. 

(Dr. Brand later submitted the following information for the 
record :) 


TABLE 1—Number of physicians’ services provided, by department, Sidney 
Hillman Health Center of New York, April 1951-Sept. 30, 1952 


Number of physicians’ services 


First 12 months | First 18 months 
of operation of operation 


Annual rate 


Total | per 1,000 
eligibles 2 


Per 1,000 


Total | oligibies } 


Physicians’ services, total 52, 818 , BRS. 97, 938 2,010.9 


General medicine 30, 972 928. 5 46, 323 


Specialties, total 31, 846 954. 7 51, 615 
Allergy 3,3 99. 5 6, 964 | 
Cardiology 5 8 | 880 | 
Chest 55 4.6 | 246 | 
Dermatology , 5S | 2, 366 | 

Jiabetes 5 23.5 225 
Electrocardiography readings | 3, 5 7 5, 540 
Gastrointestinal 2 1.3 402 
Gynecology 56 3. 8 | 953 | 
Internal me licine 
Medical “L”’ (antiluetic 259 
Neuropsychiatry 
Eye , 754 
Orthopedic , 329 
Otolaryngology 2, 969 
Peripheral-vascular 434 
Physical medicine consultations only , 822 
Proctology 040 
Radiology, diagnosti 4,739 
Roentgen therapy consultation 62 
Surgery , O71 
Urology , 518 


Based on average of 33,356 eligible persons during first 12 months of operation. 
? Based on average of 32,468 eligible persons during first 18 months of operation. 


Source: Brand, Morris, A., M. D., The Medical Service Program of the Sidney Hillman Health Center 
of New York. Presented at American Public Health Association annual meeting, October 1952. 
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TABLE 2.—Number of diagnostic and ancillary services provided, Sidney Hillman 
Health Center of New York, April 1951—Sept. 80, 1952 


Number of services 


irst 18 months of 


operation 


> Annual rate 
Potal alot Tots per 1,000 
; eligibles 2 
Diagnostic procedures: * 
X-ray examinations 
Laboratory: 
Basal metabolism 
Electrocardiograms 3, 557 
Chemistry, urinalysis, etc... 36, 433 
Photofluorograms 6, 374 
Biopsies ; 79 
Ancillary therapeutic services: 
Injections by nurse ‘. 1, 832 
Physical] therapy and rehabilitation -- 11, 067 
X-ray therapy: 4 
Superficial. - - 51 
a 127 
Prescriptions_......-. . ‘ 26, 435 


1 Based on average of 33,356 eligible persons during first 12 months 
2? Based on average of 32,468 eligible persons during first 18 months 


3 Excludes electrocardiography and X-ray readings; these are included in physicians’ services. 
4 Services started October 1951. 


Source: New York Joint Board, Amalgamated Clothing Workers of America: Health Security by Un 
Action, May 1952; Brand, Morris A., M. D., The Medical Service Program of the Sidney Hillman I 
Center of New York. Presented at American Public Health Association Annual meeting, Oct« 


Sipney HurwMan HEALTH CENTER, 
New York 8, N. Y., March 4, 1954. 
Mr. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

Dear Mk. WOLVERTON ; In accordance with your request of February 5, you will 
find enclosed : 

1. Two copies of the leaflet describing the prepayment medical care program 
provided in the Sidney Hillman Health Center to the 26 locals comprising the 
New York Joint Board of the Amalgamated Colthing Workers of American. 

2. Two copies of the Handbook of Information on Group Life Insurance and 
Group Accident and Sickness Insurance. 

3. Two copies of Information’ Regarding Retirement Benefits. 

It is not possible to send any specimen contract between our center and the 
members because there is no written statement to cover that other than that 
found in the leaflet (enclosed). There is no contract between the center and 
members. Also, we do not have any contractual agreement With the physicians 
providing the services. The technicians providing the services in the center 
are on a salary basis. 

The center serves about 30,000 members and about 1,500 wives of members 
who have voluntarily enrolled in the present fiscal year 


CHARACTERISTICS 


Sponsorship: Labor-Management 
Year established: 1951 
Area served: Greater New York 
Governing body: 
Board of directors, 24, of whom 15 represent the New York joint board of 
the ACWA and 9 represent employer organizations. 
Medical advisory council of 9 physicians, including 6 physicians who are 
not members of the staff, 2 physicians selected by the staff and the medical 
director. 
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Type of benefits: Services of medical group practice in the center with 75 part 
time physicians 
Enroliment—1952 : 30,000 
Eligibility for enrollment: Group enrollment only through union locals 
Definition of eligible dependent: Wives of union members who agree to pay 
$10 per year 
senefits : 
Hospital care: Included 
Surgical care: Limited minor surgery performed in center 
General medical care: Included 
Specialists’ care: Included only in center 
Maternity care: Not included 
Care of newborn: Not included 
Preventive care: Included (provides for periodic health examination, im 
munizations, etc.) 
Home nursing care: Not included 
Dental care: Not included 
Refractions: Included 
X-rays, diagnostic and therapeutic: Included 
Laboratory and other diagnostic tests: Included 
Drugs and medicines: Included when used in center. At a nominal cost 
when used outside center 
Appliances: Not included 
Physical therapy: Included 
Ambulance service: Not included 
Other benefits ;: None 
Exclusions: 
Care for injuries and illnesses as a result of employment 
Psychiatric treatment 
Cost: $10 per year for each union member and each wife, plus employer con- 
tribution of one-fourth of 1 percent of payroll 
Conversion privileges : None 
Provisions for conditions of coverage for— 
(a) Persons above age of 65—by paving $10 per year. 
(b) Periods of unemployment—membership in center entitles member to full 
coverage for service at center during fiscal year. 
(c) Employees retired for age, disability, or other reasons—$10 per year. 
About 55,000 persons are covered by the Amalgamated Insurance Fund for 
hospitalization, surgical care, and medical care in the center. 
Very truly yours, 
Morris Branp, M.D., Medical Director 


THE AMALGAMATED INSURANCE FUND (CLOTHING INDUSTRY )—AMENDED 
REGULATIONS 


INSURANCE BENEFITS 


1. Employee benefits—Effective October 1, 1951 

Weekly disability benefit : Increased for males and females to $20, 

Hospitalization benefits : Increased from $6 per day to $9 per day. (No change 
in the rate of incidentals, which remains at a maximum of $50.) 

Surgical benefits: Increased from $150 maximum schedule to a new $200 
maximum schedule. 
2. Dependent benefits—Effective March 1, 1953 

Nine dollars per day, 31 days, plus $50 incidental charges. 

Surgical benefits: $10 to $200, depending on nature of operation. 

Maternity (dependent wife only): $25 to $100, depending on nature of 
termination. 

Eligible dependents: Unmarried children from 2 weeks to 19 years of age. 
Unemployed husband or wife. 


8. Eligibility 

Disability: Employees who do not have 6 months’ covered employment are 
eligible after 4 weeks’ employment by a “contributing employer.” 

All other coverage, life, hospitalization, surgical, and maternity, including de- 
pendent coverage: Employees having 6 months’ covered employment—prior 
regulations apply. 
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5. Terminations 


Disability : Employee’s insurance terminates automatically on the first day 
on which the employee accepts employment from a “noncontributing employer,” 
but such coverage will terminate in any event not later than 6 months following 
the last date of employment with a ‘contributing employer.” 

All other coverage, life, hospitalization, surgical, and maternity, including 
dependent coverage: Prior regulations continue with respect to extended 


coverages, 


INSURANCE PLAN OF THE AMALGAMATED INSURANCE FUND 
Effective February 1, 1944, as amended to April 1, 1948 
DEFINITIONS 


In order to simplify the explanation of the insurance plan, the following names 
will be used in this booklet: 

Union means the Amalgamated Clothing Workers of America. 

Kund means the Amalgamated Insurance Fund. 

Employer means a manufacturer or contractor of men’s and boys’ clothing 
who has signed an agreement to make contributions to the fund and has made 
such contributions. The word “employer” also includes the contractor of such 
manufacturers, 

Insurance company means the insurance company from which you will receive 
certificates of group insurance im accordance with the plan of insurance. 

This plan of insurance applies to you only if you are a member of the union 
and work for an employer in connection with the manufacture of men’s and 
boys’ clothing. 

SECTION I. BENEFITS PROVIDED 


1. Group life insurance: $500 payable to your designated beneficiary. 

2. Weekly accident and sickness benefits: Male, $15 per week; female, $10 per 
week. These weekly disability benefits are payable while you are unable to work 
due to sickness or accident not covered by workmen’s compensation or unemploy- 
ment insurance. 

3. Hospitalization benefits: Room and board—not to exceed $6 for each day 
confined. Incidentals—not to exceed $50. 

4. Surgical benefits: Not to exceed $150. Payment is made according to a 
schedule of surgical operations, ranging from $10 to $150. Obstetrical benefits 
range from $25 for miscarriage to $50 for normal delivery and $100 for an 
operation. 

You do not pay any premiums for these benefits as all cost is carried by the 
fund. 

You do not have to pass an examination to be insured. 

The insurance under this plan has no surrender or loan value, 


SECTION Il WHEN DOES MY GROUP INSURANCE START? 


You will be eligible for group insurance on the first day of the month after you 
meet the following requirements: 
(a) Are a member of the union; and 
(b) Have been employed by an employer or employers for 6 successive 
months and for not less than 500 hours in the preceding period of not more 
than 12 months. 


SECTION III, PERIOD OF DISABILITY AND PAYMENTS OF WEEKLY BENEFITS 


You must be under the care of a doctor and unable to go to work. However, 
you need not be confined to bed or to your home. 

1, Accident benefits: If you are continuously disabled for 7 or more days, 
payment will be made as of the first Cay You cannot receive more than 13 
weeks benefits on account of 1 or more accidents during any 12 consecutive 
months. 

2. Sickness benefits: If you are continuously disabled for a period of 14 or 
more days, payments will be made beginning with the eighth day. No benefits 
will be paid for the first 7 days of disability due to sickness. You cannot receive 
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more than 13 weeks of benefits on account of 1 or more sicknesses in any 12 
consecutive months. 

3. You cannot receive more than 13 weeks of benefits in any 1 period of 
disability. 


SECTION IV. ARE ALL ACCIDENTS AND SICKNESSES COVERED? 


Benefits are payable for all sicknesses and accidents except the following: 

1. Disability for which you are eligible to receive workmen’s compensation 
benefits. 

2. Disability due to intentionally self-inflicted injury, while sane or insane. 
3. Disability caused by or resulting from pregnancy, including childbirth. 

4. Disability incurred outside the United States and Canada in North America. 

5. Disability incurred before the date the employee became insured under this 
plan. 

As indicated in section III, you must be under the care of licensed physician 
in order to receive benefits. 


SECTION V. HOSPITALIZATION BENEFITS 


You must be confined in a hospital for at least 18 hours. 

1. Rate per day: You are paid for each day of confinement at a rate not to 
exceed $6 per day for a period of not more than 31 days for disability due to 
sickness nor separately for more than 31 days for disability due to accident dur- 
ing any 12 consecutive months. 

2. Hospital incidentals: During any 1 continuous confinement of not less than 
18 hours, you can receive benefits not to exceed $50 for services such as the use 
of operating rooms, laboratory examinations, services and tests, etc., in connec- 
tion with such confinement. In connection with this benefit, no indemnity is 
provided for surgeons’, physicians’, and nurses’ fees or charges. 

All hospitalization confinements are covered except those due to the follow- 
Ing: 


1, Disability for which you may be entitled to workmen’s compensation bene- 


2. Intentionally self-inflicted injury, while sane or insane. 
3. Confinement before the day your group insurance goes into effect. 

4. Disability caused by or resulting from pregnancy, including childbirth. 

The hospital must be a legally constituted hospital in the United States. No 
benefits are provided if you are an outpatient, treated in a clinic or if you visit 
the hospital for several hours each day. 

The insurance company will pay the hospital charges in accordance with 
this plan. 


Haeamples 

1. Hospital bill, $4 per day for 10 days. Incidentals, operating room, $30. 
You will be paid in accordance with the charges made; i. e., $70. 

2. Hospital bill, $8 per day for 40 days. Incidentals, operating room, $35; 
X-days, $25; drugs, $20. Total, $80. 

You will be paid as follows: $6 for 31 days and $50 for incidentals. 


SECTION VI. SURGICAL BENEFITS (FIRST PROVIDED AS OF APRIL 1, 1948) 


You need not be confined to a hospital to receive surgical benefits. The surgical 
procedure may be performed in the doctor's office, as an outpatient in a hospital, 
in a clinie or at home. A surgical claim blank will be furnished by the insurance 
company upon notification that surgery was performed. This surgical claim 
blank must be completed by you and your surgeon. 

Surgical fees: Payable in accordance with our schedule of operations, ranging 
from $10 to $150. If 2 or more operative procedures are performed during 1 
single operation, payment will be made on the basis of the operative procedure 
which is the highest payable according to the schedule. 

Obstetrical (maternity) benefits range from $25 for miscarriage to $50 for 
normal delivery and $100 for an operative procedure. 

You cannot receive weekly disability benefits or hospitalization benefits for any 
disability caused by or resulting from pregnancy, including childbirth. 

The insurance company will pay the surgical charge in accordance with the 
schedule. 
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SCHEDULE OF OPERATIONS 


Maximum limit of payment: The maximum limit of payment for surgical fees 
for all operations performed after cessation of active employment and before re- 
turning to active employment shall be $150. 

Varimum amount 
of payme nt 
Abdomen: Cutting into abdominal cavity for diagnosis or treatment of or 


gans therein (unless otherwise specified in this schedule) _ _. $100 
Amputation of: 
Thigh 5 2 ha oe a inal TD 
Leg, entire foot, arm, forearm, or entire hand acts 5O 
Fingers or toes, each ‘ 10 
Blood transfusions, each__..._--_-_ é 25 
Breast : 
Amputation — otn, ~ Te 
Abscess, deep (furuncles excepted ) ; 25 
Chest: 
Complete thoracoplasty, or removal of portion of lung . 150 
Other cutting into thoracic cavity for diagnosis or treatment (tapping 
excepted ) seen : ied ie ; 40 
Initial induction of. artific ial OE sn Rd ini 25 


Dislocation : 
Reduction of hip or knee joint (patella excepted) - ; 
Shoulder, elbow, or ankle joint_- ‘ 2 
Lower jaw ___- ani ile i < be 15 
Collar bone or wrist 1 
For dislocations requiring an open operation, the basic amount will be 
twice the amount shown above. 
Excision: 
Removal of shoulder or hip joint. waa : : 
Knee joint ____~_- = , d a 75 





Elbow, wrist or ankle joint ‘ ’ al : : baad 50 
Diseased portion of bone, including curettage (alveolar processes ex- 
IB, ricsetictinesosiesrtirecictinntsinenigdlids ahidtnshiabnic 50 


Ear, nose, or throat: 
Mastoidectomy : 
Din ceteninithinitidnndds liabilities 4 ai a 5) 
BE EN ns icenasenteininmaniamien nbietbinummiacge tia 
Tonsillectomy, or tonsillectomy and ade noidec tomy 
Sinus operation by cutting (puncture of antrum excepted) - 
Submucous resection of nasal septum 
TRC OOS pce cddicidtindiiak Sl gdb 
Bronchoscopy for removal of forei ign n body or biopsy 
Any other cutting operation (tapping excepted) - 
Eye: 





Any cutting operation into the eyeball (through the cornea or sclera)__ 50 
Removal of eyeball__.__.-~-- =e 35 
Any other cutting operation on eyeball_ 6 a detect Be 
Fracture: 
Treatment of thigh, leg, kneecap, upper arm, vertebra or vertebrae, or 
pelvis (coccyx excepted) —.---__- ee ee See 


Lower jaw (alveolar process excepted), collar “bone, shoulder blade 
or forearm 25 


Wrist, hand, ankle, or foot._-___- / ee ae a at ioe | Be 
AS Oe COCR cA OR NOU sicttick nite tstivinthdn ti nthenannbiainns are a clett ak S it 


Nose, rib or ribs___- a ates - ida ./ 120 

The amounts shown above under “Fracture” are for simple fractures. 

For compound fractures the basic amount will be one and one-half times 
the amount shown above for the corresponding simple fracture. For 
fractures requiring an open operation, the basic amount will be twice the 
amount shown above for the corresponding simple fracture. 

Genito-Urinary tract: 
Removal of kidney___---_----~_- ; : - 
Cutting into or fixation of kidney - cal Sood . ee _. 100 
Removal of tumors or stones in kidney, ureter or bladder by 
cutting operation _- " “ 


sy crushing, cauterization or endose opie ist ihe icteric 25 


89087T—54—pt. 6——35. 
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4 Marimum amount 
Genito-Urinary tract—Continued of payment 
Stricture of urethra, open operation 
Intraurethral cutting operation__..__..-._-.-----.--.---- 
Removal of entire prostate by open operation (complete proc cedure) —__- 
Removal of part of prostate ” I cnuimrnttertnmenntibiinedinan 
By other cutting operation____..----~-~~- 7 ; - 
Varicocele, cutting operation on__---- Be 
Hydrocele, excision, or incision and treatment of sac (tapping exe xcepted ) “ 
Orchidectomy or epididymectomy—-~-~-~-- ‘ sania 
Complete removal of uterus, tubes and ¢ SADE senate ntecanis 
Other operations on uterus and its appendages : 
Cutting operations with abdominal approach_- 
Cutting operations without abdominal approach 
Dilatation and curettage (nonpuerperal) —-- 
Goitre: 
Thyroidectomy (complete procedure, including ligation of thyroid ar- 
teries, to be treated as 1 operation) ids cine 
Ligation of thyroid arteries not followed by thyroidectomy, 1 or more 
at 1 operation BS - dai innards . denesigeabihs dvtcias Grainanvinissensbtis emilee 
2-or-more-stage oper: ation____ 
(Complete procedure to be treated as one operation. ) 
Hernia—Cutting operation for radical cure: 
Single hernia 
More than 1 hernia_ a 
Joint, incision into (t¢ 1pping exc cepted ) 
Ligaments : 
Cutting operation 
Suturing of tendons: 
Single_ 
Multiple 
Obstetrical procedure : 
Delivery of child or children 
Caesarean section, including delivery 
Abdominal operation for extrauterine pregnancy 
Miscarriage 
Paracentesis, tapping of: 
Abdomen, chest, or bladder (other than catheterization) 
Eardrum, hydrocele, joint or spine 
Rectum : 
Cutting operation or injection treatment for radical cure of hemorrhoids 
(complete procedure ) 
Cutting operation for prolapsed rectum or r fistula i in ano 
Cutting operature for fissure 
Skull, cutting into cranial cavity 
Spine or spinal cord: 
Operation with removal of portion of vertebra or vertebrae (except 
coccyx ) - 
Removal of part or all of coccyx 
Tumors: 
Cutting operation for removal of malignant tumors, except those of face, 
lip, or skin 
Malignant tumors of face, lip, or skin 
Benign tumors requiring hospital confinement 
Benign tumors not requiring hospital confinement 
Varicose veins, cutting operation or injection treatment (complete procedure 
on all veins) 


The company will, subject to the limitations applicable to surgical benefits con- 
tained in the policy, pay the employee for any cutting operation not specified in the 
above schedule performed while the person insured is confined, other than as an 
outpatient, in a legally constituted and operated hospital; but the company re- 
serves the right to determine the amount of any such payment to be made. 


SECTION VII. WHAT SHOULD I DO IN THE CASE OF ACCIDENT OR SICKNESS? 


If you become disabled, notify your union office immediately. Be sure to give 
your name, social security number, home address, name of employer and last 
date of employment. If it is not physically possible for you to notify the union 
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office, have a member of your family, a fellow employee or union member call 
the union. Make sure that the union is notified within the first week of disability. 

Upon receipt of a notice of claim from the union office, the insurance company 
will mail the necessary claim blanks to you at your home address with full 
instructions. If you are confined to a hospital and/or have surgery performed, 
give the union the information described above and also the name of the hospital. 
Your claim for hospitalization and surgical benefits will be considered separately 
and different types of claim blanks will be mailed to your home address unless 
you request that they be mailed to the hospital. The above claim blanks must be 
completed by your physician, hospital or surgeon and returned to the insurance 
company. 

Follow all instructions carefully, giving complete information to prevent a 
delay in the payment of your benefits. The hospitalization check will be made 
payable to you unless you authorize the insurance company to make the check 
payable to the order of the hospital and to send the check to the hospital to be 
applied to your bill. 

If you are covered under the associated hospital plan or any other plan and 
your hospital bills are paid for under such coverage, you may receive the cash 
benefits under this plan if you will have our claim blank completed by the hospital 
or if you furnish a statement of what the detailed charges were. 

The insurance company requires that it be notified not later than 20 days 
after the date of an accident, the start of a sickness, the date you enter a hospital, 
or the date surgery is performed. Extension of time will be allowed if it is shown 
that it was not reasonably possible for you to give the notice within the 20-day 
limit. 


SECTION VIIJ. TERMINATION OF ELIGIBILITY FOR WEEKLY DISABILITY, 
HOSPITALIZATION AND SURGICAL BENEFITS 


This insurance terminates immediately on the occurrence of any one of the 
following events: 

1. When you resign or withdraw or are suspended or expelled from the union; 
or 

2. The end of 4 months after you were last employed by an employer. 

8. However, if you become employed by any person or organization (other 
than an employer) then your insurance shall terminate as soon as you become 
so employed. 

If you become disabled within 4 months of the date last employed by an em- 
ployer, and if you become confined to a hospital or have surgery performed 
while you are contoinuously disabled and a member of the union and within 1 
year of the date last employed by an employer, then you are entitled to hospital 
and/or surgical benefits up to the limit provided in this plan. 

If a female employee’s insurance is terminated for any cause and if termina- 
tion of pregnancy occurs within 9 months from the last date of active employ- 
ment by an employer, the company will pay to such employee the obstetrical 
benefits as provided in section VI. 

See section XIV for the rights of retired members. 


SECTION IX. DESIGNATION OF BENEFICIARY FOR GROUP LIFE INSURANCE 


You may name any person as your beneficiary and you may change your 
beneficiary at any time. The change must be made on a form supplied by the 
insurance company and the change will take effect only upon receipt of this 
form at the home office of the insurance company. 

You may name more than one person as beneficiary and divide the group 
life insurance among them as you wish. If you do not indicate on the form 
what share each beneficiary is to receive, the insurance company will divide 
the death benefits equally to those persons named. 

If you have not named a beneficiary or if the person you name is not alive 
when payment is due, the insurance company will pay the insurance to the 
person or persons in the first surviving class of the following groups. 

The insured’s (a) wife or husband, (b) surviving children, (c) surviving 
parents, (d) surviving brothers and sisters, (e) executor or administrator. 


SECTION X. WHAT IS TO BE DONE IN CASE OF DEATH? 


In the case of death of an insured member, his beneficiary should notify the 
member’s union office. Upon receipt of a notice of claim from the union office, 
the insurance company will furnish the beneficiary with a death claim form 
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with all instructions. The union office or insurance company will be glad to 
help in the completion of these forms. 


SECTION XI. WHEN DOES MY GROUP LIFE INSURANCE TERMINATE? 


Your group life insurance will terminate immediately upon the occurrence of 
any one of the following events: 

1. The end of 31 days after your resignation or withdrawal or suspension or 
expulsion from the union; or 

2. The end of 6 months after you were last actively at work for an employer. 
However, if you are totally disabled at the end of the 6 months period, then 
the insurance will not terminate until you recover from your disability, but in 
any event your group life insurance will terminate 12 months after the day you 


were last actively at work for an employer. 
SECTION XII. AFTER MY INSURANCE TERMINATES, MAY I CONTINUE IT DIRECTLY MYSELF? 


You may not continue your insurance which provides weekly accident and 
sickness, hospital, and surgical benefits after it has been terminated. 

You may arrange to continue your life insurance protection beyond the date 
your group life insurance terminates. This may be done by converting to a 
regular ordinary whole life insurance policy and paying the required premiums 
under the following requirements: 

1. No medical examination is required. 

2. Your application or request for conversion must be mailed or delivered to 
the home oflice of the insurance company not later than the day your group life 
insurance terminates. Your premium must accompany your application or 
request. 

3. The amount of the whole life policy shall be, at your option, $250 or $500 
and the premiums must be paid directly to the home office of the insurance com- 
pany on an annual, semiannual or quarterly basis. Premiums are based upon 
rates filed with the New York insurance department and your age (nearest 
birthday) at the time of conversion. (Rates will be furnished you upon request.) 

1. The converted whole life policy will become effective on the day your group 
life insurance expires. It is an individual policy and your payment of premiums 
as they become due is the only requirement to keep this policy in force. 


SECTION XIII. AFTER MY GROUP INSURANCE TERMINATES, HOW MAY IT BE REINSTATED? 


If since the date you were last employed by an employer, you have been en- 
gaged in any other gainful occupation, then all of your group insurance will be 
reinstated on the first day of the month following the date upon which you— 

(a) Shall have been employed by an employer or employers for 6 consecu- 
tive months and for not less than 500 hours in the preceding period of not 
more than 12 months; and 

(bv) Are then a member of the union. 

If you were unemployed after your last employment with an employer, your 
group insurance will be reinstated on the first of the month following your re- 
turn to work for an employer if you are then a member of the union, 


SECTION XIV. BENEFITS AVAILABLE TO RETIRED MEMBERS 


1. Group life insurance: A member receiving retirement benefits provided by 
the fund shall continue to be eligible as long as he is eligible to retirement bene- 
fits. 

2. Weekly accident and sickness benefits: Payable only for a disability which 
begins within 4 months of the last date of employment preceding the employee's 
eligibility to retirement benefits as provided by the fund. 

3. Hospitalization and surgical benefits: Payable only for those confinements 
or operations which occur or are performed within 1 year of the last date of 
employment preceding the employee's eligibility to retirement benefits as pro- 
vided by the fund. 


SECTION XV. GENERAL PROVISIONS OF THE PLAN AND COMMENTS 


1. This booklet is a nontechnical description of the insurance plan and in all 
circumstances the master group policies issued by the insurance company to 
the fund shall be the governing documents. A copy of each master policy will 
be on file with the union office where it may be examined by any member. 
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2. The master group policies are issued by the insurance company to the fund 
in the State of New York and shall be governed by the laws of the State of 
New York, 

3. Except for the assignment of hospitalization and surgical benefits to a hos 
pital, with consent of the insurance company, no assignment of any benefits under 
this plan by the member or beneficiary shall be valid. 

4. It is not necessary for you to pay anyone a fee to help you or your bene 
ficiary make a claim for any of the benefits. Your union office will be glad to 
assist you or you may write directly to the home office of the insurance com- 
pany at any time. 

5. If any weekly accident or sickness, hospital or surgical benefits are payable 
after the death of an insured employee, the insurance company may pay such 
benefits to the deceased employee’s beneficiary under the group life insurance. 

6. An individual group certificate will be issued to the fund by the insurance 
company for delivery to the insured employee. In addition to reading all 15 
sections of this booklet, you should read your certificate. An employee’s group 
certificate number shall be his social security number. Each employee should 
always give his certificate (social security) number in any notice to the insurance 
company. 

7. If an employee's group life insurance has been terminated and converted to 
a whole life policy as provided in section XII, the insurance company may require 
that before he can again become insured under this plan for group life insurance, 
he must satisfy the insurance company that he is in good health and may be 
required to pass a medical examination at his own expense. 

The Cuatrman. Now, the remaining witness, as I understand, is 
Mr. James Brindle, acting director, social security department, a serv 
ice department of the union which advises the officers, directors, and 
local unions on negotiated pension and health security programs and 
maintains contact with the Government agencies and the organiza 
tions active in the broad field of social security and health. The 
department also operates a health institute, including a medical diag 
nostic clinic, an eye clinic, and a mental hygiene unit. 

Mr. Hesruron. Mr. Chairman, I think it would be appropriate to 
put the President’s message of yesterday in our hearings at this point. 

The Cuarman. I agree with you, It will be so included. 

(The material referred to is as follows:) 


{H. Doc. 298, 83d Cong., 2d sess. ] 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES, TRANSMITTING RECOM MENDA- 
TIONS To IMPROVE THE HEALTH OF THE AMERICAN PEOPLE 


To the Congress of the United States: 

I submit herewith for the consideration of the Congress recommendations to 
improve the health of the American people 

Among the concerns of our Government for the human problems of our citizens, 
the subject of health ranks high. For only as our citizens enjoy good physical 
and mental health can they win for themselves the satisfaction of a fully pro 
ductive, useful life. 


THE HEALTH PROBLEM 


The progress of our people toward better health has been rapid. Fifty years 
ago their average life span was 49 years; today it is 68 years. In 1900 there 
were 676 deaths from infectious diseases for every 100,000 of our people; now 
there are 66. Between 1916 and 1950, maternal deaths per 100,000 live births 
dropped from 622 to 88. In 1916, 10 percent of the babies born in this country 
died before their first birthday ; today, less than 3 percent die in their first year 

This rapid progress toward better health has been the result of many particular 
efforts, and of one general effort. The general effort is the partnership and 
teamwork of private physicians and dentists and of those engaged in public 
health, with research scientists, sanitary engineers, the nursing profession, and 
the many auxiliary professions related to health protection and care in illness. 
To all these dedicated people America owes most of its recent progress toward 
better health. 
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Yet, much remains to be done. Approximately 224,000 of our people died of 
eancer last year. This means that cancer will claim the lives of 25 million of 
our 160 million people unless the present cancer mortality rate is lowered. 
Diseases of the heart and blood vessels alone now take over 817,000 lives 
annually. Over 7 million Americans are estimated to suffer from arthritis and 
rheumatic diseases. Twenty-two thousand lose their sight each year. Diabetes 
annually adds 100,000 to its roll of sufferers. Two million of our fellow citizens 
now handicapped by physical disabilities could be, but are not, rehabilitated to 
lead full and productive lives. Ten million among our people will at some time 
in their lives be hospitalized with mental illness. 

There exist in our Nation the knowledge and skill to reduce these figures, to 
give us all still greater health protection and still longer life. But this knowl- 
edge and skill are not always available to all our people where and when they 
are needed. Two of the key problems in the field of health today are the distri- 
bution of medical facilities and the costs of medical care. 

Not all Americans can enjoy the best in medical care—because not always 
are the requisite facilities and professional personnel so distributed as to be 
available to them, particularly in our poorer communities and rural sections. 
There are, for example, 159 practicing physicians for every 100,000 of the civilian 
population in the Northeast United States. This is to be contrasted with 126 
physicians in the West, 116 in the North Central area, and 92 in the South. 
There are, for another example, only 4 or 5 hospital beds for each 1,000 people 
in some States, as compared with 10 or 11 in others. 

Even where the best in medical care is available, its costs are often a serious 
burden. Major, long-term illness can become a financial catastrophe for a normal 
American family. Ten percent of American families are spending today more 
than $500 a year for medical care. Of our people reporting incomes under 
$3,000, about 6 percent spend almost a fifth of their gross income for medical 
and dental care. The total private medical bill of the Nation now exceeds $9 
billion a year—an average of nearly $200 a family—and it is rising. This illus- 
trates the seriousness of the problem of medical costs. 

We must, therefore, take further action on the problems of distribution of 
medical facilities and the costs of medical care, but we must be careful and far- 
sighted in the action that we take. Freedom, consent, and individual responsi- 
bility are fundamental to our system. In the field of medical care, this means 
that the traditional relationship of the physician and his patient, and the right 
of the individual to elect freely the manner of his care in illness, must be 
preserved. 

In adhering to this principle, and rejecting the socialization of medicine, we 
can still confidently commit ourselves to certain national health goals. 

One such goal is that the means for achieving good health should be accessible 
toall. <A person’s location, occupation, age, race, creed, or financial status should 
not bar him from enjoying this access. 

Second, the results of our vast scientific research, which is constantly advanc- 
ing our knowledge of better health protection and better care in illness, should 
be broadly applied for the benefit of every citizen. There must be the fullest 
cooperation among the individual citizen, his personal physician, the research 
scientists, the schools of professional education, and our private and public 
institutions and services—local, State, and Federal. 

The specific recommendations which follow are designed to bring us closer 
to these goals. 


Continuation of present Federal programs 

In my budget message, appropriations will be requested to carry on during 
the coming fiscal year the health and related programs of the newly established 
Department of Health, Education, and Welfare. 

These programs should be continued because of their past success and their 
present and future usefulness. The Public Health Service, for example, has 
had a conspicuous share in the prevention of disease through its efforts to con- 
trol health hazards on the farm, in industry, and in the home. Thirty years ago 
the Public Health Service first recommended a standard milk sanitation ordi- 
nance ; by last year this ordinance had been voluntarily adopted by 1,558 munici- 
palities with a total population of 70 million people. Almost 20 years ago the 
Public Health Service first recommended restaurant sanitation ordinances; today 
685 municipalities and 347 counties, with a total population of 90 million people, 
have such ordinances. The purification of drinking water and the pasteuriza- 
tion of milk have prevented countless epidemics and saved thousands of lives. 
These and similar field projects of the Public Health Service, such as technical 
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assistance to the States, and industrial hygienic work, have great public value and 
should be maintained. 

In addition, the Public Health Service should be strengthened in its research 
activities. Through its National Institutes of Health, it maintains a steady 
attack against cancer, mental illness, heart diseases, dental problems, arthritis 
and metabolic diseases, blindness, and problems in microbiology and neurology. 
The new sanitary engineering laboratory at Cincinnati, to be dedicated in April, 
will make possible a vigorous attack on health problems associated with the rapid 
technological advances in industry and agriculture. In such direct research 
programs and in Public Health Service research grants to State and local gov- 
ernments and to private research institutions lies the hope of solving many of 
today’s perplexing health problems. 

The activities of the Children’s Bureau and its assistance to the States for 
maternal and chi'd health services are also of vital importance. The programs 
for children with such crippling diseases as epilepsy, cerebral palsy, congenital 
heart disease, and rheumatic fever should receive continued support. 


Meeting the cost of medical care 


The best way for most of our people to provide themselves the resources to ob- 
tain good medical care is to participate in voluntary health-insurance plans. 
During the past decade, private and nonprofit health insurance organizations 
have made striking progress in offering such plans. The most widely purchased 
type of health insurance, which is hospitalization insurance, already meets ap- 
proximtely 40 percent of all private expenditures for hospital care. This prog- 
ress indicates that these voluntary organizations can reach many more people and 
provide better and broader benefits. They should be encouraged and helped to 
do so. 

Better health insurance protection for more people can be provided. 

The Government need not and should not go into the insurance business to 
furnish the protection which private and nonprofit organizations do not now 
provide. But the Government can and should work with them to study and 
devise better insurance protection to meet the public need. 

I recommend the establishment of a limited Federal reinsurance service to 
encourage private and nonprofit health insurance organizations to offer broader 
health protection to more families. This service would reinsure the special 
additional risks involved in such broader protection. It can be launched with 
a capital fund of $25 million provided by the Government, to be retired from 
reinsurance fees. 

New grant-in-aid approach 

My message on the state of the Union and my special message of January 14 
pointed out that Federal grants-in-aid have hitherto observed no uniform pattern. 
Response has been made first to one and then to another broad national need. 
In each of the grant-in-aid programs, including those dealing with health, child 
welfare, and rehabilitation of the disabled, a wide variety of complicated match- 
ing formulas have been used. Categorical grants have restricted funds to 
specified purposes so that States often have too much money for some programs 
and not enough for others. 

This patchwork of complex formulas and categorical grants should be simpli- 
fied and improved. I propose a simplified formula for all of these basic grant- 
in-aid programs which applies a new concept of Federal participation in State 
programs. This formula permits the States to use greater initiative and take 
more responsibility in the administration of the programs. It makes Federal 
assistance more responsive to the needs of the States and their citizens. Under 
it, Federal support of these grant-in-aid programs is based on three general 
criteria : 

First, the States are aided in inverse proportion to their financial capacity. 
By relating Federal financial support to the degree of need, we are applying 
the proven and sound formula adopted by the Congress in the Hospital Survey 
and Construction Act. 

Second, the States are also helped, in proportion to their population, to extend 
and improve the health and welfare services provided by the grant-in-aid 
programs. 

Third, a portion of the Federal assistance is set aside for the support of 
unique projects of regional or national significance which give promise of new 
and better ways of serving the human needs of our citizens. 

Two of these grant-in-aid programs warrant the following further recom- 
mendations. 
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Rehabilitation of the disabled 


Working with only a small portion of the disabled among our people, Federal 
and State Governments and voluntary organizations and institutions have proved 
the advantage to our Nation of restoring handicapped persons to full and produc. 
tive lives. 

When our State-Federal program of vocational rehabilitation began in 1920, 
the services rendered were limited largely to vocational counseling, training, and 
job placement. Since then advancing techniques in the medical and social 
aspects of rehabilitation have been incorporated into that program. 

There are now 2 million disabled persons who could be rehabilitated and thus 
returned to productive work. Under the present rehabilitation program only 
60,000 of these disabled individuals are returned each year to full and productive 
lives. Meanwhile, 250,000 of our people are annually disabled. Therefore, we 
are losing ground at a distressing rate. The number of disabled who enter pro- 
ductive employment each year can be increased if the facilities, personnel, and 
financial support for their rehabilitation are made adequate to the need. 

Considerations of both humanity and national self-interest demand that steps 
be taken now to improve this situation. Today, for example, we are spending 
three times as much in public assistance to care for nonproductive disabled peo- 
ple as it would cost to make them self-sufficient and taxpaying members of their 
communities. Rehabilitated persons as a group pay back in Federal income 
taxes many times the cost of their rehabilitation. 

There are no statistics to portray the full depth and meaning in human terms 
of the rehabilitation program, but clearly it is a program that builds a stronger 
America. 

We should provide for a progressive expansion of our rehabilitation resources, 
and we should act now so that a sound foundation may be established in 1955. 
My forthcoming budget message will reflect this objective. Our goal in 1955 is 
to restore 70,000 disabled persons to productive lives. This is an increase of 
10,000 over the number rehabilitated in 1953. Our goal for 1956 should be 
100.000 rehabilitated persons, or 40,000 persons more than those restored in 
1953. In 1956, also, the States should begin to contribute from their own funds 
to the cost of rehabilitating these additional persons. By 1959, with gradually 
increasing State participation to the point of equal sharing with the Federal 
Government, we should reach the goal of 200,000 rehabilitated persons each 
year. 

In order to achieve this goal we must extend greater assistance to the States. 
We should do so, however, in a way which will equitably and gradually transfer 
increasing responsibility to the States. A program of grants should be under- 
taken to provide, under State auspices, specialized training for the professional 
personnel necessary to carry out the expanded program and to foster that re- 
search which will advance our knowledge of the ways of overcoming | andi- 
capping conditions. We should also provide, under State auspices, clinical fa- 
cilities for rehabilitative services in hospitals and other appropriate treatment 
centers. In addition, we should encourage State and local initiative in the de- 
velopment of community rehabilitation centers and special workshops for the 
disabled. 

With such a program the Nation could, during the next 5 years, return a total 
of 660,000 of our disabled people to places of full responsibility as actively work- 
ing citizens. 

Construction of medical-care facilities 


The modern hospital—in caring for the sick, in research, and in professional 
educational programs—is indispensable to good medical care. New hospital 
construction continues to lag behind the need. The total number of acceptable 
beds in this Nation in all categories of non-Federal hospital services is now 
about 1,060,000. Based on studied conducted by State hospital authorities, the 
need for additional hospital beds of all types—chronic disease, mental, tuber- 
culosis, as well as general—is conservatively estimated at more than 500,000. 

A program of matching State and local tax funds and private funds in the 
construction of both public and voluntary nonprofit hospitals where these are 
most needed is therefore essential. 

Since 1946, nearly $600 million in Federal funds have been allocated to almost 
2,200 hospital projects in the States and Territories. This sum has been matched 
by over $114 billion of State and local funds. Projects already completed or 
under construction on December 31, 1953, will add to our national resources 
106,000 hospital beds and 464 public health centers. The largest proportion of 
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»'ederal funds has been and is being spent in low-income and rural areas where 
the need for hospital beds is greatest and where the local means for providing 
them are smallest. This federally stimulated accomplishment has by no means 
retarded the building of hospitals without Federal aid. Construction costing in 
excess of $1 billion has been completed in the last 6 years without such aid. 

Hospital! construction, however, meets only part of the urgent need for medical 
facilities. 

Not all illness need be treated in elaborate general hospital facilities, costly 
to construct and costly to operate. Certain nonacute illness conditions, includ- 
ing those of our hospitalized aged people, requiring institutional bed care can 
be handled in facilities more economical to build and operate than a general 
hospital, with its diagnostic, surgical, and treatment equipment and its full staff 
of professional personnel. Today beds in our hospitals for the chronically ill 
take care of only 1 out of every 6 persons suffering from such long-term il]lnesses 
us cancer, arthritis, and heart disease. The inadequacy of facilities and services 
to cope with such illnesses is disturbing. Moreover, if there were more nursing 
and convalescent home facilities, beds in general hospitals would be released for 
the care of the acutely ill. This would also help to relieve some of the serious 
problems created by the present short supply of trained nurses. 

Physical rehabilitation services for our disabled people can best be given in 
hospitals or other facilities especially equipped for the purpose. Many thousands 
of people remain disabled today because of the lack of such facilities and services. 

Many illnesses, to be sure, can be cared for outside of any institution. For 
such illnesses a far less costly approach to good medical care than hospitalization 
would be to provide diagnostic and treatment facilities for the ambulatory pa- 
tient. The provision of such facilities, particularly in rural areas and small iso 
lated communities, will attract physicians to the sparsely settled sections where 
they are urgently needed. 

I recommend, therefore, that the Hospital Survey and Construction Act be 
amended as necessary to authorize the several types of urgently needed medical 
eare facilities which I have described. They will be less costly to build than 
general hospitals and will lessen the burden on them. 

I present four proposals to expand or extend the present program: 

(1) Added assistance in the construction of nonprofit hospitals for the 
eare of the chronically ill. These would be of a type more economical to 
build and operate than general hospitals. 

(2) Assistance in the construction of nonprofit medically supervised 
nursing and convalescent homes, 

(3) Assistance in the construction of nonprofit rehabilitation facilities 
for the disabled. 

(4) Assistance in the construction of nonprofit diagnostic or treatment 
centers for ambulatory patients. 

Finally, I recommend that, in order to provide a sound basis for Federal 
assistance in such an expanded program, special funds be made available to the 
States to help pay for surveys of their needs. This is the procedure that the 
Congress wisely required in connection with Federal assistance in the construc- 
tion of hospitals under the original act. We should also continue to observe 
the principle of State and local determination of their needs without Federal 
interference. 

These recommendations are needed forward steps in the development of a 
sound program for improving the health of our people. No nation and no admin- 
istration can ever afford to be complacent about the health of its citizens. While 
continuing to reject Government regimentation of medicine, we shall with vigor 
and imagination continuously search out by appropriate means, recommend, 
and put into effect new methods of achieving better health for all of our people. 
We shall not relax in the struggle against disease. The health of our people is 
the very essence of our vitality, our strength, and our progress as a nation. 

I urge that the Congress give early and favorable consideration to the recom- 
mendations I have herein submitted. 

DwicHt D. EISENHOWER. 

Tue Waite House, January 18, 1954. 


Mr. Epvetman. Could I say one word here? When CIO asked for 
time to appear here, Mr. Walter Reuther, the president of CIO, asked 
us to list his name and that he was very anxious to testify personally. 

As it turned out, however, he found that this date conflicted with a 
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set quarterly executive board meeting of the United Automobile 
Workers. 

He deeply regrets that this proved to be the case. He could not 
shift the date of the meeting. He wishes to extend his personal apolo- 
gies for not being able to make it, and he thanks the chairman very 
much for the courtesy of having Mr. Brindle, his deputy, appear in his 

lace. 
x The Cuarrman. Of course, we would have liked to have Mr. Reuther 
present, but I think you can carry back to him the thought of the 
committee that those who have appeared from his organization here 
today have done a very fine job. 

Mr. Everman. Thank you, Mr. Chairman. 

The Cuatmrman. Of course, if Mr. Reuther would wish at any time 
to insert any remarks in the record, we will be glad to make them a 
part of it at this point, where these others have appeared as witnesses. 

Mr. Everman. Thank you, sir. 

The Cuamman. Now, Mr. Brindle has a previous background of 
public welfare administration. His last position was director of 
assistance in the Pennsylvania Department of Public Assistance, 
where, as a part of his job, he directed a large medical-dental care pro- 
gram. He has been active in the American Public Health Associa- 
tion and the American Public Welfare Association, and was chair- 
man of the medical care committee of the latter organization for 2 
years. He served as one of APWA’s representatives on the Inter- 
Association Committee on Health. 

You may proceed, Mr. Brindle. Will you interpret APWA for me? 


STATEMENT OF JAMES BRINDLE, ACTING DIRECTOR, SOCIAL 
SECURITY DEPARTMENT, UAW 


Mr. Brrnptz. The American Public Welfare Association. 

The Cuarrman. Thank you. You may proceed. 

Mr. Brinpte. Mr. Chairman, since so much of the material I have 
incorporated in my prepared statement has already been gone over, 
I would like permission to put that statement into the record and then 
to go through it perhaps more briefly, making informal comments 
on it. 

The Crarrman. Mr. Brindle, your statement will be entered into 
the record in its entirety as though delivered by you and then you 
may, if you wish, point out certain parts and emphasize certain parts 
to which you wish the committee to give particular attention. 

Mr. Brrnvte. Thank you, sir. 

Labor’s interest in health protection started as early as the Ameri- 
can union movement itself. The earliest unions were concerned prin- 
cipally with subsistence benefits during illness and later with medical 
care that came with job-connected illness. 

The labor union’s interest in maintaining the income of people dur- 
ing illness and during periods of injury continued to the present time 
and in the absence of a Federal program to provide for the permanent 
and totally disabled on an insurance basis, and because there are tempo- 
rary disability programs in only 4 States, by and large the labor unions 
have had to turn to collective bargaining for coverage in this income 
maintenance for disabled and ill people. 
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The interest of labor in medical care was connected up more or less 
with the beginning of the development of the program of workmen’s 
compensation and at that point the medical care available because of 
the status of medical science of that time was relatively inexpensive 
and relatively simple. . 

Most of the medical care that the profession knew about providing 
was, in a manner of speaking, in the doctor’s little black bag and the 
provision of medical service was not expensive. 

But since that time, the early period of the development of work 
men’s compensation, the developments of medical science have had a 
very significant effect on the cost of medical care. 

Discoveries in drugs, in diagnostic technique, and so on, have made 
medical science much more expensive and hence it makes the pro- 
portion of medical care and the kind of programs that make medical 
care available through prepayment inal other payment devices, it 
makes those programs all the more important. 

Good care is available now, but as contracted with 30 or 40 years 
ago, it is very substantially more expensive. 

When medical science began to get more complex, the labor unions 
tried to meet the program by setting up their own clinics. As Dr. 
Brand has indicated, the clothing workers and the International 
Ladies’ Garment Workers’ Union began to set up clinics in the twenties 
in New York. 

Now, the development of prepayment has been relatively recent and 
it has moved at a terrific pace. At the end of 1952, the Health In- 
surance Council, an organization of private commercial insurance 
companies, indicated that over 91 million people had some kind of 
prepaid hospital insurance, 73 million had some kind of surgical cov- 
erage, and 36 million had some kind of medical insurance. 

But these figures do not show the degree to which the needs for 
medical care of American citizens are met. They only show that there 
has been a very substantial progress in setting up some kind of ma- 
chinery to meet the needs that the public is showing a very great 
interest in. 

Because Government has not provided a national health insurance 
system, organized labor has bargained for health services coverage. 
Collective bargaining programs in 1948 covered 3 million people. 

In 1953, over 10 million. 

Again, as in the health insurance council figures, the large number 
of people covered do not tell the whole story. You have to look, too, 
at whether these programs are adequate. 

I should say that the typical union member as you have heard from 
this group today, thinks that today’s prepayment programs are far 
from adequate. 

Actually, what we find that the average local union member wants, 
and he has made himself heard on this subject, is full payment under 
some kind of prepayment method for all the medical care he needs. 

President Truman’s Commission on Health Needs of the Nation 
has cited a figure that 15 percent of the total national medical care 
bill is pay under prepayment. 

Of course, many people are omitted under prepayment schemes 
even though 91 million have some sort of scheme. 

Also important, many medical services are omitted from these 
figures. 
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It is not too important to determine accurately whether that 15- 
percent figure is a valid one. What is pertinent is to determine how 
many more services that are not under prepayment now can by a 
proper arrangement be put under prepayment. Can we get these 
services for the money we get from employers through collective 
bargaining ¢ 

Certainly it is the conviction of the members of our union that the 
coverages offered by the typical available plan in most communities 
is too low. 

A word about the United Auto Workers program. About a million 
workers and 2 million of their dependents are covered by health pro- 
grams that the union has negotiated with employers. 

In 1953 benefits amounting to about $10 million were paid under 
these collective-bargaining programs and for the whole of the year 
over $150 million was disbursed. 

In the best of the programs where they are available for hospital 
care, the typical autoworker and members of his family get complete 
payment of the hospital bill up to 120 days of hospitalization. 

In many areas, however, such plans are not available and the cover- 
age is less adequate. But real progress has been made in enabling 
the worker through prepayment to meet the full hospital cost for 
himself and his family. 

Now, in some areas even hospitalization insurance is not adequate. 
There are many areas now where there are only indemnity programs 
that pay only so many dollars per day of hospitalization and health 
eare to as little as 21 days and put severe limits in terms of dollar 
amounts, or description of services on the ancillary services that are 
going to be of greater and greater importance in the modern hospital. 

In terms of ability to buy surgical and medical insurance, the situa- 
tion is much worse than it is for hospital protection. The available 
coverages are not nearly as satisfactory in the surgical-medical field. 

It seems to us that the commercial insurance companies and Blue 
Cross and other nonprofit plans have selected for coverage the benefits 
that they can most easily administer. And in none of these plans, 
even the hospitalization plans, is there very much concern about the 
quality of services. 

As medicine gets more complicated, the assuring of high quality of 
service is more and more important. 

Most of all, these plans fail to do anything about preventive health 
care, about intensive rehabilitation. By and large most of them are 
confined to the kind of services that are performed in a hospital, medi- 
cal and surgical services. 

There is no effect, so far as the prepayment mechanism is concerned, 
on the efficiency or economy with which these services are given. There 
is very little concern in these plans with the quality of care. 

There are a few Blue Shield plans that guarantee full payment of 
surgical procedure, for instance, when the subscriber has an income 
below a certain level that is set. 

For instance, Blue Shield in Michigan, where we have a large 
amount of coverage, will guarantee full payment for a family case 
with under $5,000 income. 

But a very small number of persons can afford to carry that type 
of coverage, which is more expensive, and we are finding that the phy- 
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sician who at one time signed up with Blue Shield to agree to accept 
these fee schedules as full payment, are now finding that they want 
to charge more or are raising their fees. 

So either the ceiling stays too low and gets below the average earn- 
ings of a person in factory work, or the doctors begin to pull out from 
their agreement that they will accept the fees as full payment. 

So that there is also a sizable supplementation needed for the aver- 
age case in doctors’ bills. 

Only about 3 percent of our auto workers in Michigan have this 
full benefit in hospital-surgical care. 

In the typical plan the physician usually disregards the money he 
gets from insurance and thinks of that as being free and in addition 
charges the patient an added fee. 

We actually made a test in one group of 20,000 employees and de- 
pendents and when they increased their surgical insurance from a 
schedule of fees with a maximum of $150 to a schedule with a $200 
maximum, this plan under the fee schedule paid $100 for an appen- 
dectomy ; $30 for a tonsillectomy ; $125 for hernia, and so forth. 

We kept track of every surgical operation which occurred in a 
=e period. The average allowance paid by the insurance was 

$51.52 and the surgeon’s charges averaged $80.12, which meant that 
on the average the ‘subscriber had to pay additional $28.61. 

In only 1 bill out of 12 did the payment by the carrier cover the 
whole bill. 

We made efforts to negotiate a higher indemnity schedule to doctors 
in several instances. ‘Two years ago the Nash-Kelvinator workers at 
Grand Rapids received verbal assurance that their $300-rate sched- 
ule would mean full payment of surgical care. Today there is 
hardly a physician in Grand Rapids who will accept that fee under 
that schedule as full payment. By and large they are continuing to 
charge added amounts. 

So even these figures of impressive coverage under the collective 
bargaining insurance program do not mean that the worker has full 
protection even for the hospital and in-hospital care that he has 
bought. 

The way the unions look at collective bargaining I think is inter- 
esting. The worker has set aside in one way or another a certain 
amount of money that he uses to purchase health protection. 
Whether the company pays the premium or the worker pays the 
premium, or they both contribute to the premium is more or less 
beside the point, because the union looks on that money as money 
which if it were not paid for the health protection, which the worker 
wants, and which he asks his union officers to bargain for, that would 
be in take-home pay. 

So he feels by and large that the money bargained for health pro- 
tection is money that would otherwise go to him in take-home pay. 
With that recognition I think it is interesting that the members of 
the major unions have considered it advisable to allocate a very sub 
stantial amount of money to the provision of prepaid medical and 
hospital care services. 

When they know they are paying for it, they evaluate the program 
and by and large most of them feel they are not getting their money’s 
worth. 
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Actually, what the union member wants is available only in a few 
communities. They want prepaid medical care programs which will 
provide preventive diagnostic, curative, and rehabilitative care, both 
inside and outside the hospital. 

They also wouid like health education programs connected with 
that and counseling in specific health problems that they have. 

Pretty generally these programs are not available, not because pre- 
payment could not be made to cover them, but because such services 
are not organized properly in most communities. 

There are two places where large-scale programs operate and a 
number of other communities where there are substantially smaller 
programs that do provide this comprehensive service. 

The health insurance plan of Greater New York about which you 
have heard from Dr. Baehr and the Kaiser Health Foundation plan 
in California that Mr. Kaiser and Dr. Garfield spoke about, are pro- 
grams in which labor welcomes the opportunity to participate. 

The Ford and General Motors workers in Oakland, Calif., have 
the option of selecting coverage under the Kaiser Health Founda- 
tion plan, and the vast majority of them have selected that method 
of having their health services covered. 

Mr. Hesevron. You say “had the choice of two plans.” 

Mr. Brinpie. Until last summer the collective bargaining gave them 
only the opportunity to buy Blue Cross coverage in California. Last 
summer, without changing the agreement, General Motors agreed that 
Permanente could be selected by the individual worker. 

As a result of some negotiations with Ford, they came to the same 
agreement as to Kaiser a little later. 

Mr. Hese.ton. What proportion of the members selected that plan? 

Mr. Brinpie. At the first election in GM about 15 percent of the 
workers then in the plant selected it, and about 85 percent of all the 
new workers that came in the plant. I think in the GM plant out 
there now about 55 percent of the workers have Permanente. 

On the percentage of Ford, I don’t have the figures because that is 
a more recent election. But they run substantially higher in Ford. 

We have the same agreement with Chrysler, but we have not yet 
made the plan available to the Chrysler workers. 

The trend is for more and more of them to elect the Kaiser plan, 
although some of them were reluctant at first to change the coverage. 

But we have urged the workers there to get the more comprehensive 
protection of the Kaiser plan. 

Interestingly enough, the Kaiser premium for their most compre- 
hensive plan is below the premium for the most comprehensive Blue 
Cross plan which also includes surgical care in California. 

Medical service prepayment plans providing a broad range of 
services like HIP and the Kaiser plan, that are required and that the 
worker by and large wants, need an integrated and effective and 
efficient operation of highly qualified medical and ancillary health 
personnel. 

They also require hospital and clinic facilities with up-to-date 
equipment. 

Provision of modern medicine requires the team approach found in 
existing group practice clinics and hospitals. 
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There are convincing demonstrations, especially in these two men- 
tioned plans, that nonprofit voluntary prepayment group medical 
plans furnishing practically all needed health services can operate 
successfully. 

As I indicated, the Kaiser program in Oakland costs less than the 
combined hospital-surgical plan of the Blue Cross out there. 

Mr. Priest. The Kaiser plan costs less than which ¢ 

Mr. Brinpie. The Blue Cross in Oakland, Calif. 

A person with unlimited financial resources and expert medical 
guidance can now get about the best medical care that medical science 
knows how to provide, but the ordinary citizen in today’s unorganized 
medical care market is shopping blind with far too little money to buy 
what he needs. 

The President’s Commission on the Nation’s Health, President 
Truman’s Commission, indicates that the present situation is this: 

The genius for organization so characteristic of American life in general is 
conspicuous in health services by its absence. 

We need the type of organization that HIP and Permanente require 
to get economy and efficiency and quality into medical care. 

The advantages of one of these integrated medical care programs 
carries over to efliciency. 

If we can get at these with a preventive program, get at health 
problems early, we can save later on extensive and expensive hos- 
pitalization. 

So that from that comes the economy of your comprehensive service. 

As several witnesses pointed out today, there has been a significant 
and continuing increase in the premium cost. Blue Cross plan at the 
present time is conducting very intensive campaigns to reduce what 
they call the overutilization of the hospital programs. They are 
asking doctors and subscribers to limit their demand for inpatient 
diagnostic services and they are tightening up their payment for 
services that by strict construction are not included in their contract. 

Further limiting services in these programs merely intensifies the 
problem of inadequate protection. 

It seems to us that the answer lies in a further extension of bene- 
fits rather than in trying to reduce them or bring them down. 

It is almost impossible to expect a physician to refer a worker to 
outside specialists to whom he has to pay a very high fee when he has 
Blue Cross coverage, and yet that is the tack taken by Blue Cross 
and Blue Shield to try to get the physicians and subscribers not to 
go to the hospital when the work could be done outside, but when 
they would have to pay a fee for it. 

It seems to me that they should go in the direction of including in 
their program some of the things that HIP and Permanente have. 

If you want to stop the unnecessary hospitalization of people for 
diagnostic services, then you ought to provide those services under 
prepayment in an outpatient clinic rather than using up bed space 
for that kind of person. 

Another stratagem being used which we think is a backward step 
is to introduce coinsurance or deductible insurance. The representa- 
tives of commercial companies I believe, who appeared here strongly 
advocated the coinsurance and deductible features to keep the cost 





1892 HEALTH INQUIRY 


of medical care down. And very many of even the nonprofit plans 
are introducing coinsurance and deductible insurance. 

But as a matter of fact, because most plans are inadequate, the sub- 
scriber has been coinsuring all along. He has always had a very 
substantial amount of out-of-pocket payment to get full medical care. 

The worst of these coinsurance techniques is where the program 
offers, say, half the amount of the cost up to something like a thousand 
dollars. Now, that is a very common type of contract and that means 
nothing to a person who has a long expensive illness. He not only 
when he is out of work and ill in the hospital, cannot afford to pay 
half the cost up to $1,000, but when the bill is above $1,000, of course, 
the cost of the care is completely out of his range. 

Even Blue Cross in New Jersey has moved to a deductible program. 
Fortunately, in that instance, the workers under collective bargaining 
have, all of them, decided that they want the comprehensive Blue 
Cross in New Jersey rather than the deductible plan. 

You have heard many people say no doubt that automobile insurance 
gives a real demonstration that deductible insurance works. But we 
don’t like to think a human being is like a car. You can drive around 
with a smashed up fender, but you are not very effective with a couple 
of broken legs. 

As a matter of fact, we don’t think it is justified to introduce as a 
technique in this whole health-insurance program a barrier to people 
getting needed medical care. We feel that, if the economic barriers 
are down and the person is encouraged to get medical care as early 
as possible and to get extensive preventive services, in the long run 
that will constitute the most economical medical-care program. 


One obstacle to the development of adequate programs has been the 
attitude of organized medicine in the United States toward some of 
these programs. It is not only the representatives of labor unions 
who point this out, but I would like to quote from a speech by Benson 
Ford, vice president of the Ford Motor Co. He said: 


Only progressive thinking and concrete action * * * can guarantee that pri- 
vate medicine will stay in private hands. While progress toward the ideal of 
an inclusive health system must be evolutionary, it must evolute visibly at some- 
thing more than a snail’s pace. 

We have seen evidence that other management representatives ac- 
tually believe that medical care ought to be more efficiently and effec- 
tively organized, but unfortunately, as was pointed out here by Dr. 
Brand and others, the local and State medical societies have opposed 
this organization of medical care into an efficient and effective group 
practice service exemplified by the Kaiser plan. 

They have opposed it when in my mind it represents the best chance 
we have, if we are determined on it, of getting comprehensive, the 
kind of medical care that the American people want through non- 
Government means. 

As to our recommendations, certain of the recommendations of 
former President Truman’s Commission on Health Needs of the Na- 
tion, there are suggestions for increasing the Federal Government’s 
expenditures for civilian health activities. 

By and large, a certain list of those recommendations met with the 
approval of organized labor. As has been indicated, we have always 
felt that a national health-insurance program is what is required. 
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But since it is apparent at least that at present Congress will not 
institute such a system, we do think it would be worth while consider- 
ing health legislation along the lines of some of the recommendations 
of the Commission on Health Needs of the Nation. 

The whole Commissicn agreed that physicians and other health 
personnel were in short supply and further Federal funds were seen 
as being necessary to modernize and expand the physical facilities of 
schools for the training of physicians and other health personnel and 
for offering schol: arships to capable young men and women so that 
all que alified candidates—and not just the children of the well to do— 
could enter the health profession. 

It was also seen by the Commission as necessary to further extend 
the provisions of the Hill-Burton Construction Act to modernize ob- 
solete health facilities as well as to construct needed new hospitals. 

It is especially important that money for construction and improve- 
ment should be made available for the types of medical-care clinics and 
centers around which can be organized efficient systems of medical 
care. 

We feel also that there should be increased Federal grants-in-aid for 
local public health departments so that many of the American com- 
munities that do not have minimum adequate public-health services 

can be covered. And that medical research needs expansion, not only 
medical research in the scientific areas of medicine and for specific dis- 
ease but also into the difficult field of medical-care administration. 
The Commission suggests the development of better organization of 
health services through regional coordination of hosipt: als in a hier 

archy of facilities heading up to a university medical school hospital 
would pay great dividends in helping to rationalize our organization 
of medical-care services. 

The Commission’s suggestions for Federal financial support for a 
stronger industrial health program would certainly be helpful. The 
Commission suggested also that certain subsidies be provided for per- 
sonal health services on a basis that individual States and communi- 
ties would elect whether or not to participate. 

We feel a means to that end is a universal health insurance system, 
but we do think, if any help is extended in this area of aid to make 
available personal health services, it should be given in a way that will 
encourage the further development of the complete prepaid health- 
protection programs rather than just to subsidize many of the inade- 
quate existing plans. 

We think, if Federal money is offered in this area, that there should 
be some sort of yardstick or standard developed which woul l encour- 
age the programs to give the comprehensive care. 

Now, we do not like to see Federal funds go into subsidizing com 
pletely inadequate and inefficiently prepared arrangements. 

I do not want to make any specific recommendations as to exactly 
what form of this legislation should take, but I think the problem of 
providing funds in a way that will encourage the most efficient and 
most comprehensive plans and not those that provide inadequate or 
partial services should be explored. 

While we have not had much chane e to evaluate it, we were some- 
what disappointed that the President’s message did not provide a 
more ambitious program for health care. 


89087—54—pt. 6——36 
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There are apparently no suggestions for provisions to highlight 
plans like Kaiser and HIP for special health; the reinsurance provi- 
sions as outlined—and we have not had a chance to give them careful 
study yet—do not seem to be awfully significant. 

I think there is a possibility that money under a reinsurance scheme 
would be helpful in certain instances; but, if Federal moneys through 
reinsurance go into sudsidies of some of these indemnity-type pro- 
grams, actually their only effect would very likely be to increase the 
cost of protection. When we have increased in collective bargaining 
these indemnity-type programs, we see that at least the surgeon’s 
fees and the medical fees in them just continue to increase. 

President Truman’s Commission on the Health Needs of the Nation, 
which was a real cross-section committee representing consumers and 
many other experts who have given study to this, it seemed to us 
had a better set of recommendatons; and they were aimed at im- 
proving the prepaid health plans and encouraging their extension. 

Above all, they did suggest we move in the direction of encouraging 
high-quality service, efficiently and effectively administered. 

Now, they made a 2-year study, as did the Commission on the 
Financing of Hospital Care which just last Sunday brought out its 
recommendations. I think it is interesting to note that in neither 
of these reports was there any real strong recommendation for the 
reinsurance technique that now seems to be in vogue. 

Really what we need is Federal help aimed at lowering the cost 
of prepayment for those who cannot afford to get it, for extending 
the coverage and increasing the scope of coverage in the program, 
and for raising the level of benefits that are av ailable to the public. 

Perhaps the Federal money ought to go to meet at least in part 
the costs of expensive and longtime illness and to enable the nonprofit 
voluntary plans to lower their rates. 

But, in the proposal that the President has made, we don’t see 
that those objective would be accomplished. 

One other measure that we think could be adopted is to include 
hospitalization in the old-age and survivors insurance program. 

The Cuatrman. We appreciate having the benefit of this state- 
ment which you have prepared, based upon your close contact with 
the subject. I would not want my remarks to indicate I am not in 
accord with what you have said in this splendid statement, but I am 
certainly in accord with the wording at the conclusion of your 
statement in which you say: 

It is not easy to be specific about the exact form which such legislation should 
take. 

Mr. Brrnvie. I think we might as well frankly face that difficulty. 

The Cuatrman. Are there any questions, gentlemen ? 

Mr. Hesevron. Yes. 

The Cuarrman. Mr. Heselton. 

Mr. Hesevron. Mr. Brindle, in the supplemental portion of this 
statement you refer to— 

A second legislative proposal—and one which the chairman of this committee 
supports—would reinsure private plans against the cost of unsually expensive 
cases—I believe the amount is $1,000. 

Now, I took it from what you have just said you did not view it 
with any great degree of enthusiasm. 
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You went on to say: 


UAW-CIO do not believe that Federal funds should subsidize inadequate and 
inefficient medical care. We believe that, as a condition of Federal funds, a law 
should require voluntary nonprofit prepaid health plans to provide truly compre- 
hensive health protection, that they have consumer representation on their gov- 
ering bodies at least equal in numbers to representatives of those who provide 
the services, and that they are efficiently and effectively organized and admin- 
istered. 

My question is whether you mean to indicate by that that you have 
a suspicion that there may be more enthusiasm in Congress than you 
have for this particular approach. 

If those three conditions were met, would your attitude toward the 
reinsurance be altered ¢ 

Mr. Brrinpie. Yes, if Federal money were available for reinsurance 
and if some standards were developed which would encourage the 
more efficient and effective and complete medical programs to extend 
their services, then I think there are possibilities in this technique. 

What I am concerned about more specifically when we are talking 
about a commercial indemnity surgical program, or a Blue Shield 
indemnity surgical program, is that the addition of almost any moneys 
to that or making that program more widely available, does not serve 
any purpose so far as improving the available health coverages for the 
people. 

It probably might lead to another increase, if Federal money is 
moved into it, another increase of fee schedules. We are convinced 
that fee schedules are fairly adequate now. 

There is nothing that can happen to a program set up in that frame- 
work that will be helped by the additional availability of money. 

Mr. Heserron. I think it was the gentleman from Palo Alto who 
testified here a few days ago, who, if I recall correctly, expressed an 
opinion that such an approach would undoubtedly generate a great 
deal more interest in and much wider participation across the coun- 
try, in the plan such as the one they have. 

Mr. Brinpvie. That is Dr. Lee who has a Palo Alto clinic, I believe. 

Mr. Hesetron. Yes. 

Mr. Brinpie. Well, I have been through Dr. Lee’s clinic. I spent 
a day with him out there in September. He has a very high quality 
of medical care and is very well organized. He has 63 physicians on 
the staff and they are really men of medical renown. They are cer- 
tainly one of the best qualified group practice clinics in the country. 

If we want to solve these problems of medical care, and, if we could 
develop that kind of services exemplified by Dr. Lee’s clinic, direct 
subsidies for organizations like that would be appropriate. Whereas 
making some money available to one of these limited indemnity-type 
coverage programs is really meaningless in terms of getting medical 
care organized so that it has high quality and is operated efficiently 
and economically. ; 

Mr. Heserron. I do not suppose that anyone would suggest that 
the whole thing has been developed to the point where it is completely 
acceptable, There has to be a good deal of thought and effort. — 

You indicated the matter of equal representation. In theory I can 
see the point. However, again if I recall correctly, Mr. Kaiser when 
he testified and the others who testified on these two practices, have 
stressed rather that the medical profession as represented by the staff 
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on these clinics or hospitals, must have the controlling voice in the 
operation of at least the medical side of the plan. I imagine you 
would not dispute that. 

Mr. Brrxpie. I would not quarrel with that at all. I am talking 
about the overall administration of a program. 

It seems to me it ought to have consumer representation in it. 
I would say certainly that the medical aspect of the plan should be 
completely in the hands of the professional people and that the laymen 
should not make medical decisions any more than a member of a hos 
pital board would. 

Certainly persons without qualification for deciding should have 
nothing to do with what constitutes the medical care and how it is 
given and so on. 

Kaiser himself, of course—I don’t know whether he is a one-man 
governing body of that organization—but he is certainly competent in 
the area of organizing these and financing, and I guess he is no mean 
shakes as a public-relations man, either. He has a high competence 
there. But I think he would agree that Dr. Garfield, the physician in 
charge, is the fellow who decides the content of the medical care. 

Mr. Hesruron. I suspect that may be true. Then do I interpret 
what you have indicated as meaning that you feel the consumer inter- 
est should have effective representation in the overall management of 
the program, rather than an equally balanced representation ? 

Mr. Brinpte. I would say 50-50. I think if you have a typical 
prepayment plan—let us consider for instance a Blue Cross board, 
which is a nonprofit organization. It seems to me that the Blue Cross 
boards are dominated by the representatives of hospitals. 

Under most State legislation, as a matter of fact, they have to have 
a certain number of physicians on them. It seems to me that on a 
typical Blue Cross board about half the representatives ought to be 
the providers of service and the other half the consumers. 

That does not mean that the labor unions should have half the 
members, but there ought to be truly consumer representatives. These 
can be some public-spirited citizens who are there to watch the con- 
sumers, but those people should not be persons who represent the 
hospitals who provide the service, but they should represent the pub- 
lic and the people who buy it. 

Half of them I would say is what we see as a reasonable objective. 

Mr. Hesevron. You refer in your formal statement, and I know 
others have mentioned it today, that there has not been any participa- 
tion or representation from labor groups on these boards that operate 
Blue Shield, Blue Cross, and so forth. 

That rather amazes me. I wonder if the direct approach has been 
made to the people who do control the operation of those particular 
plans. After all, in many instances it seems to me they are effected, 
themselves, in labor organizations much more directly than they are 
effected by any other labor group. 

I realize bar associations and some other groups like that operate on 
a similar basis, but certainly by far a larger number of people who are 
affected directly are, I assume, members of labor unions. 

I would think that the people in charge would be quite receptive 
to have those people represented. * 

Mr. Brrnpie. I would not think it is accurate to say there is no 
representation on the boards of Blue Cross, at least by labor people. 
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We made a survey about a year ago, I think, and found that nationally 
on the 85 boards there were about 15 labor members. ; 

Of course, we think that is a disproportionately small number. 

As a matter of fact, it has improved some since. CIO through its 
social-security committee has told the national Blue Cross commis- 
sion, Which is an organization of Blue Cross boards, that we are 
very much interested in getting higher consumer representation and 
specifically getting some CIO members on the Blue Cross boards. 

It was interesting that within a few weeks after our meeting with 
the Blue Cross commission, that several of these boards really made 
a campaign to get some more labor members on. : 

So that i think Blue Cross at least is expressing some interest in 
getting more consumer representation. 

By and large in the national picture, there has been some increase 
in at least the labor representation on these boards. 

Mr. Hesexron. I certainly would think it would appeal to them as 
being helpful as far as they are concerned themselves. 

Mr. Brinpie. In Michigan out of about 25 or 30 members, I believe 
there are 3 persons for organized labor on the board. 

Mr. Priest. Mr. Brindle, I can certainly join the chairman in stat- 
ing that part of your concluding statement is very apt, that it is 
not easy to develop the specifics of a program such as we are here 
studying and yet the time will come when this committee must do that 
very thing. 

I share your viewpoint also that we do not want, at least I do not 
want, Federal funds to be spent for reinsurance or subsidization, 
whichever term you prefer to use, of inadequate or inefficient medical 
services. 

I wonder, Mr. Brindle, if you could furnish for the committee, not 
today, but if you will be prepared to furnish the committee some of 
your own ideas as to what minimum standards might be required of a 
health-insurance plan in order for it to be approved for reinsurance 
benefits. I feel as you have suggested that we must have a yard- 
stick. We must have some standards set up. They will have to be 
set up I think in the legislation. 

I wonder if you might supply for us at a later date your own sug- 
gestion as to what are those standards that would qualify a health 
plan or insurance company to meet these minimum standards, if you 
could furnish some guidance in our own thinking as to what they 
should be ? 

Mr. Brinvie. Yes, sir; if I could approach it in terms of standards 
related to Federal help rather than Federal reinsurance. I think 
reinsurance does not appeal to me as having very broad implications. 

Some more direct type of health insurance to enhance the efficiency, 
to encourage the spread of efficient plans is my feeling of the action 
that should be taken. 

In any event, I think any list of positive standards would not have 
much effect on, say, plans electing to join into even federally subsi- 
dized reinsurance. I think if money were available, however, to re- 
duce premiums to people, to broaden the coverage, or to actually help 
to construct facilities for these plans in all these areas where subsidies 
might go to improving plans, we have developed such standards and 
I would be glad to send them to the committee. 
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Mr. Priest. I think it might be helpful. As I say again, we will 
reach the point in the consideration of this program where we have 
that very problem to face, and whatever help we can get on it we 
will appreciate. 

I am sure you have given that matter a great deal of study. 

Mr. Brinpie. We will be glad to suggest the kinds of standards that 
we feel should be applicable. 

Mr. Hesevron. Will Mr. Priest yield? 

Mr. Priest. Yes. 

Mr. Hesevron. Would you broaden that request? If, in terms of 
his own experience in the field, his knowledge of operations of these 
various programs, he could also give us a guide to the sort of thing 
which in his judgment makes these plans inefficient and inadequate. 

Mr. Priest. I certainly shall be very happy to broaden my request 
to that extent. 

Mr. Chairman, that will be all for the present. 

The Cuatrman. Are there any further questions? Mr. Pelly? 

Mr. Petry. Mr. Brindle, I think I am correct in inferring from your 
testimony that from the consumer viewpoint you prefer the HIP or 
Kaiser plans. Am I correct in believing in your opinion they offer 
more comprehensive service than any other form of plan that is avail- 
able now? 

Mr. Brrinoie. Yes, sir; it is pretty obvious when you look at the 
list of benefits offered by those two plans that they are more compre- 
hensive. 

For example, when the General Motors workers and Ford workers 
had option to select Kaiser as against Blue Cross, in Oakland, Calif., 
we made up a list of the benefits of those two programs and the list 
of the prices. It is a very striking document. Blue Cross stops at 
the hospital door and stops with in-patient care for the patient. 

Even there the provisions are somewhat less liberal than the Kaiser 
Foundation plan. Kaiser then provides out-patient service, out-pa- 
tion clinic, home services, and a great range of other medical services 
that are not included at all in Blue Cross. 

Mr. Petiy. We have had those plans explained, but I am trying 
to find out from you, taking the Kaiser plan for example, as to whether 
it is, in your opinion, comprehensive enough. 

In other words, it gives diagnostic and therapeutic and hospitaliza- 
tion for subscribers at a reasonable fee and it operates under a part- 
nership of doctors which assures you of good medical care. 

Mr. Brrinote. I think by and large it is an adequate program. 
There are some little differences between that and say, HIP, but if 
you think of them as contrasted with any other schemes, they are 
pretty close to the millennium. 

Mr. Petty. I think Kaiser testified that his plan needs no subsidy, 
that if he could get 40-year loans on hospitals instead of 10-year loans, 
he could reduce the cost to the consumer. 

Therefore, I am wondering as to whether you think that the Fed- 
eral Government should enter into a plan like that, for example, and 
how the Government could help it to widen the scope of the service 
it gives. or have you given that any thought ? 

Mr. Brrnpie. We have seen the attempts of some other communities 
to duplicate what has happened in New York under HIP and in 
California under Permanente. 
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To say at this point for Mr. Kaiser to further expand his program 
to get commercial loans and to get terms at low interest could cut 
the cost does not help you when you are thinking of perhaps what 
might be done in other American cities to start one of these plans from 
scratch. 

Both Permanente, which is the Kaiser plan. and HIP, had very 
substantial subsidies when they got started. HIP had large founda- 
tion grants, I believe. It seems to me that you do need added funds 
available to get one of these things started. It is awfully expensive. 

When Kaiser has a going operation, I think he can expand that 
further and we, like the steelworkers, have urged that he move into 
some other community, and perhaps he will. 

But the problem of starting one of these plans from scratch in a 
new community and doing all the work to get it started and building 
clinical facilities usually does require money. 

We would like to see Government grants and Government loans as 
Mr. Kaiser suggested, available to build these plans. 

Also, when you take the plans now in existence and try to expand 
them into this broader provision of services, there are always expenses 
concerned with it. I would wish Mr. Kaiser luck in covering his 
30 million people. 

I hope provisions are made so he can do it. But even so, we won't 
have the amount of coverage we need in this type of medical program 
throughout the country. 

I do think some help in other communities is necssary for it 

Mr. Pewiy. He testified that he did not want to go into other com- 
munities; that he preferred to have other communities start up, that 
the plan is perfectly feasible and practicable and that they could do 
it in other communities if they would. 

Mr. Brinpte. We have actually gone into consult with groups that 
are interested in starting something like HIP or Kaiser Foundation 
plans in other communities, and it is apparent immediately that you 
need some money for organizing the thing and for building some of 
the facilities. 

I don’t think they can start from scratch. They certainly can’t 
start from scratch and get commercial loans the way Kaiser can 
today. 

HIP was heavily subsidized to start with. So was Kaiser. There 
was lots of money that went into that before he started to make 
money on the thing, or to break even on it, and to have the money for 
expansion. 

There was a long, lean period in the beginning of that where the 
company itself, I believe, subsidized the dev elopment of the plan. 

Mr. Pewiy. On the basis of your interest and your experience, would 
it then be your recommendation to this committee that legislation be 
recommended that would stimulate a plan similar to that ‘throughout 
the country, or in certain areas where they are needed ? 

Mr. Brinote. Yes, sir. 

Mr. Petty. Do you know of any proposed legislation that would 
provide that at the present time / ‘ies you studied any of the bills 
that are before this committee ¢ 

Mr. Brrnpte. I have looked at the chairman’s bills and several of 
them I think have possibilities, although to my mind there is not 
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enough money there to do the job which is needed to be done. I think 
they are in the right direction. 

In terms of just physical facilities necessary for this type of care, 
the President’s Commission made some estimates which I expect are 
as good as any around at this point. But it is a very substantial 
amount of money that would be needed. 

I think the idea even on an experimental basis, even on a limited 
basis, of guaranteeing loans with standards would insure this broader 
coverage in service and grants for that purpose would be valuable. 

The amount required I expect is very high, but I think a start in 
that direction would be an advisable thing. 

Mr. Petty. In other words, that would cover working people as 
long as they are working / 

Mr. Brinpxe. Yes, sir. 

Mr. Petty. Now, our problem is to go beyond that and to get into 
catastrophic illness and also to subsidize health where there is no 
ability back of it to pay for it. 

Mr. Brinpte. I think that is another area where Government help 
is needed. Local government of course has the money in it now, in 
the provision for the care of the indigent and while they have enough 
money to live on, when they get sick they have nothing to pay for 
medical care. 

Certainly there are areas where persons with low income need some 
sort of subsidy and Federal funds on a matching basis or Federal 
funds directly ought to be made available so that people can get the 
coverage in proper plans again. 

Mr. Peiy. I wonder if you would explain to me how your recom- 
mendation for national health insurance would work? I think sev- 
eral witnesses have said that as a matter of theory they are for it, 
but I do not know how it would function or tie in with any existing 
plans for partnership of doctors and the other free choice of doctors 
programs. 

Mr. Brrnpte. The old Wagner-Murray-Dingell bill I don’t believe 
addresses itself to the way medical care is organized. It does provide 
a very broad basis on which contributions from wages by and large 
could be pooled and made available to most of the population. I think 
it was calculated to cover 85 percent of the population, make avail- 
able the financing and the payment for the medical care. 

It did not concern itself, as I remember, and it has been a long 
time since I looked at those bills, with how the care was provided. 

It would presumably be provided where it was available by some 
of these more advanced group practice prepayment organizations. 

In other places it would be financed by your fee for service pay- 
ments to your physician on whatever basis was arranged in the locality. 

The thing it would do would be to make universally available to 
a greater extent today the ability to pay for whatever services were 
available. 

I think the availability of the money to finance medical-care serv- 
ices would certainly encourage the development of more adequate 
medical services, but it did not address itself directly to the type of 
medical organization that would furnish the services. 

Mr. Petry. I was thinking more in terms as to the various wit- 
nesses who represent the leadership of organized labor who stated 
in all their testimony that they still favored national health insurance, 
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they thought President Eisenhower's program was a step in the right 
direction. 

I wonder if any definite thinking along that line had reached the 
point where it would tie it in with any legislation that we have now. 

Mr. Brinpix. The Wagner-Murray-Dingell Act suggested many 
things besides the insurance scheme. In other words, the universal 
collection of premiums and the universally available right to use that 
fund to pay for medical care. 

There are many of these things we have discussed, some in Represent- 
ative Wolverton’s bill that were also in the Wagner-Murray-Dingell 
Act. They suggested subsidies to education to increase the supply of 
physicians and other health personnel. 

They also suggested an increase in what would be called Hill-Bur- 
ton money for the construction of facilities. 

I expect when we were speaking of national health insurance, we 
were speaking about the whole content of the Wagner-Murray- ——— 

bill, which was reintroduced last year by Congressman Dingell : 
H.R. 1817. Other bills in the legislative hopper represent some of its 
features. 

Its main proposal is the complete coverage on a prepayment basis 
of the costs of medical care. 

Labor is still convinced, and I am, myself, that that would be one 
of the most positive things. That apparatus for the collection of 
this money and disbursement to pay for medical care is not necessarily 
connected with some of the other features of that same bill which have 
been discussed in the last few sessions. 

Mr. Petty. Thank you very much. 

Mr. Youncer. On your remarks about deductible insurance where 
you say after all if the program does not provide full service benefits 
and most of them do not, a worker is always coinsuring by paying 
adequate fees out of pocket. I think there is a vast difference between 
what is going on now and what is proposed in the way of a deductible 
insurance policy. 

I think you will agree that at the present time he is paying an in- 
definite emount at the end, over and above the prescribed amount that 
is insured or contributed, where if it was a deductible amount, he 
would kage that he was contributing an exact amount say $25. 

As it is now, it is undetermined. He might contribute 50 or 75 or 
100. He does not know. 

Mr. Brinpie. I would say that there are some deductible health 
plans that are less obnoxious than others. I think they are all bad. 
Basically why I think they are bad is that we have to get medical care 
organized in such a way that the person is not discouraged in going 
for medical care when needed, but is encouraged. It is very interest- 
ing when you talk to Dr. Baehr that their problem is not to get people 
not to use the facilities, but it is to try to persuade them to come in 
and use them early enough. 

I say any bar in the form of deductible or coinsurance is that thei 
objective is to keep people from going for medical services and the 
problem of keeping them away from medical services is a completely 
negative approac th. 

It seems to me we ought to build these programs so that there is 
absolutely no economic bar and then concentrate everyw here we can to 
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get the people to come, not to keep them away, not to keep them out of 
hospitals. 

M r. Youncer. That is not the reason you used here. 

Mr. Brinpte. I did later. Well, that is basic. As to this, there 
is a difference, I would agree with you, between a specific amount that 
you know you are going to have to pay and an amount that you don’t. 

I would say one is less bad than the other. It is not quite as bad to 
know that you have to pay $25 as to wonder what in the world you are 
going to have to pay. I think basically coinsurance and deductible 
is not a good scheme. It does not lead us in the direction we want 
to go. 

It is interesting, too, that when you go the whole way like in Perma- 
nente and HIP, you see, these deductible coinsurance things are sup- 
posed to be cost-cutters and they do apparently cut cost fairly early 
in the business, but as you go into the much more comprehensive and 
broader programs then you see the cost coming down. 

You have prevention ahead of time. You have health education. 
It becomes the advantage of the people who provide the service to keep 
the people well. 

If you move with that objective in mind, you are moving much more 
soundly than if you are moving with the objective in mind of cutting 
off the services or persuading people they should not go to get the 
services they ought to get. 

Mr. Youncer. As to insurance you said you did not see too much 
value in the so-called Federal or Government insurance plan. 

Mr. Brrnpie. Reinsurance. 

Mr. Youncer. Or reinsurance. When Mr. Kaiser was here the 
question was asked about what it would cost, for instance, to increase 
the monthly coverage of hospitalization. They are limited, I think, 
to 111 days now. 

He said, while they did not have the figures on which to base it. 
But he thought for a small additional fee that that could be made 
indefinite, cover any amount. 

He also said that he thought in his plan they could take over the 
big fees that knock the family for the roll on a certain fee, but he 
would not want to attempt it and jeopardize Permanente unless the 
Government would come in and say, “All right, if you put those fea- 
tures in your program, we will insure or guarantee you that those 
features will not wreck your plan financially.” 

Now, he asked for that insurance. Now, is that an insurance feature 
you would go along with? 

Mr. Brinpiez. I think in a plan like the Kaiser Health Foundation, 
I would not mind seeing reinsurance available. 

Mr. Youncer. Are you for it, or against it ? 

Mr. Brrnvxe. I don’t think it is very significant still. 

Mr. Youncer. Well, he does. 

Mr. Brinvie. Well, I disagree with him on that point. I am very 
interested in his indicating if he can go beyond 111 days. I was out 
there last fall and, as a matter of fact, they have some cases in their 
hospital which they kept beyond the 111 days and for which the cost 
was presumably very small. 

If you get a chance at Mr. Kaiser again, ask him how many people 
he kicked out of his hospital at the end of 111 days. I frankly think 





HEALTH INQUIRY 1903 


he is covering them for any length of stay in the hospital at the 
present time. 

Take Blue Cross—I don’t remember the figures, but they are in 
this dimension—when you move from a 7()-day contract to 120-day 
contract the increase in the premium is a few cents a month. Now, 
do you want reinsurance to insure at a few cents a month, or can’t 
most of those plans extend their coverage very significantly without 
reinsuring ¢ 

You have some awful complications in your reinsurance, too. If 
you take a 31-day plan, 31-day limited plan, and a 120-day plan, and 
they both want to extend their coverage to 200 days, you see, you have 
to differentiate between the amount of premium they should pay to 
reinsure to do it. 

In commercial insurance there is a lot of reinsurance going on 
right now. They reinsure back and forth with companies. 

‘One will have maybe a concentrated population, they are a little 
afraid of so they will get another insurance company to underwrite 
it and they spread the risk. 

I really frankly think in a plan as big as HIP and Permanente 
they really don’t need to reinsure and they won’t make the programs 
much more extensive than they are for the insurance available. 


I think they can do it without reinsurance. It might be good to 
have around and I would not say it is not worth anything, but I would 
say it is not worth much. 

‘Mr. Youncer. They state definitely they cannot afford to go into 
those fields where they do not have actuarial information unless the »y 
could be guaranteed that it would not wreck their plan, otherwise 


they will be willing to go in. 

Mr. Brrnvie. I think better than reinsurance would be a direct 
Federal subsidy. 

Mr. Younger. They do not want any subsidy. 

Mr. Brrnpue. I don’t believe it will get very many plans to extend 
very much further than they could on ‘their own or through another 
mechanism. 

What Kaiser could do there is buy from any commercial insurance 
company coverage for a very small premium to go beyond 111 days. 
You can buy that for practically nothing, right from a commercial 
insurer now. 

Mr. Youneer. One other matter that he mentioned and that Mr. 
Pelly asked you about, and I want to cover a little more thoroughly, 
was that there are any number of doctors in any number of cities that 
are ready and willing to form a partnership for the practice of group 
medicine if they could get a loan to provide the facilities, which 
would only mean a guaranty of the loan, not actually loaning of the 
money, but the banks are there and are willing to loan the money if 
they could get insurance on it. 

Again you come into the insurance field so far as the Federal Goy- 
ernment is concerned. Are you in favor of that? 

Mr. Brrnpie. Yes, sir; I am. I think guaranteed loans for those 
purposes, when you have certain stand: ards in them as to adequacy of 
these programs, are good. 

Mr. Younaer. That is all, Mr. Chairman. 
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(The following letter was later received from Mr. Brindle:) 


INTERNATIONAL UNION, UNITED AUTOMOBILE, ATRCRAFT, AND 
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA, 
Detroit 14, Mich., February 15, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D.C. 


Dear Mr. WoLvertTON: This letter is in response to your recent request for addi- 
tional information about the prepaid hospital-medical-surgical care plans which 
cover members of the international union, VAW-CI1O. 

The UAW-CIO does not itself operate comprehensive prepaid health programs 
for its members and their families. Our members utilize the program available 
to the community in which they work and live. Consequently, the range of pro 
tection varies in accordance to what is offered in different areas throughout the 
country. 


I, DESCRIPTION OF UAW-CIO HEALTH SECURITY PROGRAMS 


The typical UVAW-CIO health program 

(a) Hospitalization.—The typical UAW-CIO health security program pro 
vides hospitalization benefits on a service basis for periods ranging from 70 
to 120 days. The worker and his dependents are entitled to full care in semi- 
private accommodations, covering room and board, general nursing, use of op- 
erating room, drugs, laboratory services, basal metabolism test, anesthesia, 
oxygen, etc. There are no age limits on enrollment and children are covered 
from birth. If the worker should leave his group he is entitled to convert to 
an individual (or direct pay) contract. These hospitalization benefits are pro- 
vided through local Blue Cross plans or by commercial group insurance carriers. 

(b) Surgical care.—Benefits are paid in accordancé with fee schedules ; maxi- 
mum benefits payable for a specified procedure range from $175 to $225. In some 
communities the health plans obtain agreement from those physicians who agree 
to participate to accept these fees as full payment for surgical services for per- 
sons whose incomes fall below specified ceilings. For example, in Michigan 
there are two “income ceiling” plans: One assures full payment for persons 
with total annual family incomes of $2,500 or less; the other, with a higher fee 
schedule and higher premiums, has an income ceiling of $5,000. 

Most communities, however, do not have full payment provisions based on 
income ceilings or the income ceilings are so low as to fall below typical indus- 
trial workers’ earnings, and surgical insurance is simply a cash indemnity fee- 
for-service plan. 

(c) Medical care.—This insurance is confined to cash indemnity payments to 
the physician for nonsurgical care rendered a patient in the hospital. The 
period of benefit duration usually equals the period provided under hospitaliza- 
tion insurance, 70 to 120 days. The benefit allowance typically is $3 or $4 a 
day; in Michigan, Blue Shield pays $10 for the first day, $4 from the second 
to the fourth days, and $3 for the remaining 116 days. 


The most comprehensive UAW-CIO health plans 

To qualify as comprehensive a plan must provide full care—preventive, diag- 
nostic, therapeutic—for the worker and his family both in and out of the hos- 
pital. At present we have members covered by two such programs: The Kaiser 
Health Foundation in California, and the Health Insurance Plan of Greater 
New York (HIP). We are enclosing a brochure which describes the benefits 
offered under the Kaiser Health Foundation to a group of Ford Motor Co. 
workers. 

From the material which you have sent us we are sure that your committee 
has full information on the benefits offered under HIP. Our members in New 
York must carry separate prepaid hospital coverage in addition, since HIP by 
itself does not provide hospital coverage. Blue Cross in New York City pro- 
vides fairly comprehensive hospital services but only for a period of 21 days; 
it provides 50 percent benefits for another 180 days, which means that the patient 
has no assurance of full payment in a serious or long-term illness. 


The least comprehensive health plans 


Health benefits provided to workers’ vary between areas and also vary due 
to different collective bargaining situations. Since there are practically no 
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prepaid comprehensive medical care plans available in most areas where our 
membership is heavy, we use completeness of hospital protection as the main 
criterion. 

Substandard hospitalization programs provide benefits on a cash indemnity 
basis, with low room and board allowances, limited cash payments for ancillary 
services (drugs, X-rays, anesthesia, and other hospital services), and coverage 
for a stay of low duration in the hospital. Many of these plans do not provide 
coverage for dependents, or if they do, do not cover infants from birth but impose 
a waiting period ranging from 14 days to 3 months during what is medically a 
most critical period for the infant. Maternity benefits are too low or they are 
not provided at all. 

Age limits make impossible in many of these cases for workers over 60 or 65 
to participate in a health-insurance plan. Preexisting conditions are excluded 
from any coverage; and there are also moral exclusions for cases due to alcohol 
ism, venereal diseases. Should the worker leave his group, in most cases his 
coverage will cease immediately and he will not be able to convert to an individual! 
“ontract. 

Il. THE HEALTH INSTITUTE OF THE UAW-CIO 


Since 1943 the UAW-CIO has operated a diagnostic clinic in Detroit: the health 
institute. Its program calls for the extension of preventive medicine and of 
methods for the elimination of industrial diseases and accidents. Any member 
of UAW-CIO local unions in the Detroit area affiliated with the health institute 
is eligible for medical diagnostic services. The membership of the UAW-CIO in 
the Detroit area was approximately 390,000 in 1953. Union members’ dependents 
are not covered. UAW and other unions not affiliated with the health institute 
may secure payment for their members by payment of an examination fee. The 
diagnostic examination includes laboratory work, complete medical history, 
physical examination, and any additional laboratory procedures, diagnostic 
X-rays or consultations with specialists which the examining physician considers 
necessary. The clinic is supported by per capita payments of the affiliated local 
unions and an international union subsidy. 

The mental hygiene clinic offers diagnostic and therapeutic psychiatric services 
to union members and other adults 18 years old or over in the metropolitan 
Detroit area. 

There is also an eye department which provides optometric examinations and 
refractions and purchases glasses at wholesale prices for union members and 
their dependents. 


Ill, NUMBERS ELIGIBLE FOR HEALTH PROTECTION 


Virtually all the 1.4 million UAW-CIO members and their approximately 2% 
million dependents are eligible for coverage under collectively bargained hospital- 
surgicai prepayment plans. Slightly over 1 million members have some medical 
protection (payment for nonsurgical care in the hospital and in some cases the 
home or at the doctor’s office), and the dependents of approximately 40 percent 
of these workers are also entitled to some medical care protection. 


IV. COMMENTS ON H. R. 7700 


As indicated in my testimony before your committee some weeks ago, we in the 
UAW-CIO favor stronger governmental measures than loan insurance to accom- 
plish our goal of comprehensive health protection for the American people. How- 
ever, we understand that the leaders of the nonprofit group practice prepayment 
health service programs in the United States today believe that H. R. 7700 would 
be extremely helpful in expanding their programs. And of course, the UAW-CIO 
would favor such an effect. 

We hope this information will be of use to you. 

Sincerely yours, 
JAMES BRINDLE, 
Acting Director, Social Security Department 


Mr. Everman. Mr. Chairman, could I just observe as sort of a post- 
script to what we have discussed here this afternoon about plans like 
Permanente in several large California communities, and HIP in 
New York, to which my union subscribes very enthusiastically. 
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But could I point out, sir, that in both of those places the services 
which are now already ‘available to the ordinary citizens are much 
better than they are in the average small community or scattered area 
throughout the United States. ‘As Dr. Brand pointed out here, you 
even go to a place like Allentown, Pa., which is still a crowded indus- 
trial area, and there you run up against the absolute granite oe 
of the American Medical Association against the establishment of 
Permenente type plan. 

You go into your District, Congressman Hale, and you can go into 
20 places in which my union has had experience in the ‘South, and you 
come across absolute granite opposition to any type of experimenta- 
tion with any kind of group insurance plan. You cannot even get an 
official conversation bet ween a union and a local medical association in 
respect to what the worker shall get for what he pays under any group 
plan. 

I simply wish to point out, Mr. Chairman, that the area which is 
still to be covered by some ’ rudiment: ry improvement on present 
services is very vast and that these quite thrilling and important 
experiments are significant, but still very, very minor in the extent 
of benefit which they have achieved. 

Mr. Prey. You say the opposition of the American Medical Asso- 
ciation. 

You mean local societies. 

Mr. Epvetman. Local societies. 

Mr. Hae (presiding). Are there any further questions, gentlemen ¢ 

If not, we thank you very much, Mr. Brindle, and the committee will 
stand adjourned until tomorrow morning, at 10 o’clock, 


(Thereupon, at 4: 20 p. m., the committee was recessed, to reconvene 
at ‘0 a. m., Wednesday, January 20, 1954). 
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